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Reformby notification

Four labour codes take the reform process forward, but reliance on
notifications in a few areas raises questions
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new look. Four labour codes are now

in the public domain and these are
the Code on Wages, the Occupational
Safety, Health and Working Conditions
Code, the Industrial Relations Code and
the Code on Social Security.

The Code on Wages was passed by
Parliament in early August and the
Industrial Relations Code was introduced
in the Lok Sabha on November 28. The
Occupational Safety, Health and Working
Conditions Code was introduced in the

I ndia’s labour policy has acquired a

Lok Sabha in July, but referred to the
Standing Committee of Parliament in
October. Its report is expected next
month. The draft Code on Social Security
was approved by the Union Cabinet on
December 4 and is expected to be intro-
duced in Parliament soon.

As many as 28 different labour laws
have been subsumed in the four codes
— 13 in the Occupational Safety, Health
and Working Conditions Code, eight in
the Code on Social Security, four in the
Code on Wages and three laws in the
Industrial Relations Code.

It was a long journey, showing once
again how slow is the pace of economic
reforms in India. The Second National
Commission on Labour had submitted
its report in June 2002, when Atal Bihari
Vajpayee was the prime minister. It had
recommended that the existing labour
laws should be amalgamated and
grouped under five broad heads — (a)
industrial relations, (b) wages, (c) social
security, (d) safety; and (e) welfare and
working conditions.

For well over 17 years, experts and civ-

il servants discussed the implications of
these recommendations under three dif-
ferent governments — two led by
Manmohan Singh and one by Narendra
Modi. The long years of deliberation also
reflected the governments’ general reluc-
tance to reform laws that might be polit-
ically controversial. It was only in the
second term of the Narendra Modi gov-
ernment that a decision was taken to
merge the various labour laws under four
categories — the Commission’s recom-
mendation was slightly tweaked by
grouping the laws on safety, welfare and
working conditions under one code.

What do the four codes of labour pol-
icy tell us about the state of reforms in a
key segment of the economy? There are
four important takeaways from this mas-
sive exercise.

One, the Union government has
diluted its own role in an important area
of labour policy. The Code on Wages
restricts the role of the Centre in framing
wage-related policies to only railways,
mines and oilfields. In all other sectors,
the states would be given the freedom to

frame wage policies. This implies that a
host of central laws that govern wages
for several industries will cease to be
effective. Similarly, on minimum wages,
the Centre and the states could frame
their own wage levels, but these cannot
be lower than the floor wages that the
new Code would stipulate for different
geographies within the country.

Two, the new laws have substantially
reduced the powers of the inspectors of
the labour department. The Code on
Wages, for instance, ensures that the
inspector-cum-facilitator shall give an
opportunity to the employer before ini-
tiation of prosecution proceedings in
cases of contravention. The inspector
can initiate prosecution proceedings
only when there is a repetition of the
contravention within a period of five
years. In the draft Code on Social
Security, the inspectors’ power to call for
documents on provident fund records
has been subjected to a limitation period
of five years, beyond which inspectors
cannot access such records.

Three, the new labour policy’s reliance
onnotifications has seen an increase that
may not make the legislators in
Parliament very happy. Of course, the
Industrial Relations Code retains the old
provisions that required employers of
industrial establishments with at least 100
workers to take prior permission of the
central or state government before lay-
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off, retrenchment or closure. But now it
also gives the freedom to the central and
state governments to modify the thresh-
old number of workers in establishments
by notification. Similarly, the draft Code
on Social Security permits the govern-
ment to change the threshold for coverage
of an establishment under the
Employees’ Provident Fund Organisation
or the Employees’ State Insurance
Corporation by issuing a notification.

Four, the new labour policy has huge-
ly expanded the scope of the coverage of
the law to include new categories of
employees. The Industrial Relations
Code covers the fixed-term employees
and ensures that they get all the statutory
benefits like social security and wages
on a par with the regular employees
doing similar work. The Occupational
Safety, Health and Working Conditions
Code stipulates that the new law would
apply to more sectors of industry includ-
ing theatre, films, entertainment and
media. The draft Code on Social Security
ensures that gratuity and insurance ben-
efits are made available to the fixed-term
employees and to all those who operate
in the app-based sharing economy or the
gigeconomy and work in companies like
like Uber, Ola or Swiggy.

The Indian economy is bound to be
impacted by these major labour policy
changes. But how these changes pan out
will be known in the next few years.

Floccinaucinihilipilification or Panglossian?

The no-rate-cut policy and preference to wait for the Budget and clarity
on fiscal front demonstrate Shaktikanta Das is maturing in his new role

BANKER'S TRUST

TAMAL BANDYOPADHYAY

lobally, central banks have
G stopped surprising the markets.

Most prepare the markets for
what they do. The latest Reserve Bank
of India (RBI) policy is an exception to
that trend. Can the non-action be read
as status quo or a pause or even post-
ponement of the inevitable? It’s a sur-
prise but the shocker is all six members
of the monetary policy committee
(MPC), including the eternal dove
Ravindra Dholakia, endorsing it.

Of course, there is an unambiguous
forward guidance: The pause is tempo-
rary and there is monetary policy space
for future action.

Since the beginning of the rate cut-
ting cycle in February, barring the latest
meeting, the MPC has always cut the rate
— overall by 135 basis points (bps), from
6.5 per cent to 5.15 per cent. There have
been precedents to such cycles. But have
we ever seen such a long and deep cycle
of cutting GDP growth estimate to
accompany it? Since February, each pol-

icy, including the latest one, cut the
growth estimate — overall by 240 bps,
from 74 per cent to 5 per cent. One bps
is a hundredth of a percentage point.

The slowdown is a concern but infla-
tion seems to be a bigger worry and the
MPC is not willing to take any chances.
The retail inflation projection has moved
sharply upwards to 5.1-4.7 per cent for
the second quarter of 2020. Food, fuel
and a hike in telecom tariff are contribut-
ing to the rapid rise in inflation. Going
by this projection, a rate cut is unlikely
in February and even in April. It could
be a long pause. The next rate cut could
happen in June (if by that time growth
does not pick up) after the full-year GDP
figure is known and the impact of the
Union Budget has sunkin.

Has the MPC taken a wrong call? Or,
has it preferred to play safe (because of
rising inflation)? I think, it’s neither. It’s
asmart move. Using the rising inflation
as an excuse, it has lobbed the ball to
the government’s court. Central banks
globally, including a few emerging mar-
kets, have started demonstrating the
limitation of the monetary policy. The
fiscal policy needs to play its role for lift-
ing growth.

Probably the MPC would not mind
the government breaching the 3.3 per
cent fiscal deficit target for 2020 but it
wants clarity on the extent of fiscal slip-
page. If the fiscal deficit expands —
which it will — and the government bor-
rows more from the market, the RBI will
have very little choice but buy bonds.
However, that’s a different story. After
the policy announcement, there was a

mild sell-off and the 10-year bond yield
rose around 15 bps. Unless the RBI acts,
it will inch towards 7 per cent, negating
the benefits of the series of rate cuts.

How has been Das’s first year on the
Mint Road? It is definitely not a year of
“floccinaucinihilipilification” — the 29-
letter word used by MPC member
Chetan Ghate that refers to an action or
habit of estimating something as worth-
less. One also cannot say Das maintained
a “Panglossian” countenance through
the year, smiling away every difficulty.

A bureaucrat who had worked with
three finance ministers with elan and
had played a key role in planning and
executing the demonetisation drive —
which many believe is one of the con-
tributing factors to the current slow-
down — Das took over as India’s chief
money man last December after Urjit
Patel stepped down, abruptly ending an
acrimonious relationship with the
finance ministry.

The first thing Das did was reduce the
conflict between the government and the
RBI which was as intense as the US-
China trade war. Behind the conflict were
multiple issues — ranging from the gov-
ernment wanting more money from the
central bank’s reserves to the RBI restrict-
ing many unhealthy government-owned
banks from giving fresh loans. Das tack-
led all these with ease and made the long
and stormy central bank board meetings
into a non-event in no time.

He also opened the gates of commu-
nications with all stakeholders — some-
thing which was missing in the previous
regime. I don’t know whether the glasnost

influences his thinking but by reaching
out to the bankers, bond dealers, analysts
and economists, he has built in a consul-
tative process which the market is lap-
ping it up. It has its downside too. One
offshoot of this consultative process is
the time taken to put in place an external
benchmark for bank loans which delayed
the transmission of rate cuts.

Among other important things, he
has stripped the National Housing Bank
of its regulatory function following its
abject failure in managing the housing
finance companies. He has also opened
the window to give licence to more small
finance banks and the struggling pay-
ments banks can convert themselves
into small finance banks.

He has been instrumental in diversi-
fying the liquidity management toolkit
of the RBI by launching dollar swap auc-
tions — buying dollars from banks and
releasing equivalent amount of rupees
in the system when liquidity was tight.
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Other interesting deci-
sions include allowing
non-resident Indian par-
ticipation in the rupee
interest rate derivatives
markets and making elec-
tronic fund transfer
round the clock.

To be fair to him, he
saw the economic slow-
down coming and started
cutting rates just in time.
But he did not anticipate
the severity of the slow-
down. So, he stuck to the
baby steps — cutting
rates by 25 bps each time
even as paring the growth
projections by a wider
margin. Only once he
pushed for an unconventional 35 bps
rate cut, saying 50 bps was not required,
but followed it up with another 25 bps
cut after two months. And, like the eco-
nomic slowdown, both the RBI and the
government underestimated the shad-
ow bank crisis and allowed the problem
to fester and spill over to real economy.

One media report says even after a
year, Das’s heart is still in the finance
ministry. His soul is certainly with the
central bank. Some of the finance min-
istry bureaucrats take time to settle down
on Mint Road — he is one of them. The
December policy could be the tipping
point. The no-rate cut policy and pref-
erence to wait for the Budget and clarity
on the fiscal front demonstrate Das is
maturing in his new role.

The writer, a consulting editor with Business
Standard, is an author and senior adviser to
Jana Small Finance Bank Ltd.
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‘Encounter’ war
Even as the
Telangana
police won
praise on social
media over the
alleged
encounter of
! the Hyderabad
rape and
murder
accused, a war of words has broken
out between the Adityanath
government in Uttar Pradesh and
the Bahujan Samaj Party (BSP) on
Twitter. After the BSP grabbed the
opportunity to hit out at the
Adityanath government, suggesting
the UP police "learn” from its
Hyderabad counterparts, the former
retorted with statistics on
encounters it has under its belt. Its
Twitter post said 103 criminals had
been killed by the UP police in 5,178
encounters in the last two years or
so, while 17,745 criminals had either
surrendered or cancelled their bail
to go to jail voluntarily. The tweet
saying "Hardly state guests” made
an oblique reference to the 1995
state guest house incident, in which
BSP supremo Mayawati (pictured)
was allegedly attacked by some
workers of its on-off ally Samajwadi
Party in Lucknow.

Transfer orders

The Andhra
Pradesh
government
hasissued an
| order
restricting the
tenure of
employees,
both
contractual as
well as
outsourced,
who work as peshi or as the personal
staff of ministers and other senior
officers, to three years. The move is
aimed at curbing corruption and
preventing leaks of crucial
information. Henceforth, it will be
mandatory to transfer the staff after
they complete three years in their
postings. The tenure was seven years.
Will this mitigate instances of
wrongdoing? Only time can tell.

Grand celebration

The Congress-led government in MP is
set to complete a year. The party and
the government are planning to
celebrate its “successful one year" on a
grand scale. The government, which
assumed office on December 17, 2018,
will publish a book titled Logon ki
sarkar, Log hi Sarkar (people's
government, people are the
government). All ministers have been
asked to work on the PR outreach for
the book, which is being printed.
Sources say the ministers have been
specially asked to compare the first
year's success with the 15 years of the
previous Bharatiya Janata Party
government, while promoting the book.
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he recent tariff subsidy bonanza
T announced in New Delhi for res-

idential consumers of electricity
— of up to 200 units/month — might
gratify the public, but goes against eco-
nomic rationale. Instead, tariff rational-
isation and targeted subsidy would go a
long way in sustaining the reform
momentum started by the Ujwal Discom
Assurance Yojana (UDAY). UDAY
focused on turnaround of distribution
companies (discoms) through cost
reduction and improvement in opera-
tional efficiency. While it has improved
some operational and financial aspects,
discoms remain utterly fragile.

The UDAY dashboard shows reduc-
tion in aggregate technical and commer-
cial (AT&C) loss to about 22 per cent. Cost
recovery has improved, too, with the gap
between average cost of supply (ACS) and
average revenue realised (ARR) narrow-
ing to ¥0.40/unit as on September 2019.

However, going by the scheme’s cur-
rent performance, the Centre is likely to
miss the final target of reducing ACS-
ARR gap to ¥0/unit, and AT&C losses to
15 per cent by 2020. The gap is signifi-
cantly high for some states (Rajasthan
about1.25/unit, Bihar about ¥0.93/unit,
Andhra Pradesh about 20.67/unit, Tamil
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Get powver tariffs right, please

Offering free electricity is regressive; focus on tariff rationalisation and targeted subsidy

Nadu about 0.78/unit, and Uttar
Pradesh about %1.1/unit.

Indeed, the overall gap translates to
approximately 362,482 crore of loss
annually. This is over and above “regu-
latory assets” worth around %1.35 trillion
created on the balance sheets of discoms
because of previous gaps.

As things stand, tariffs do not reflect
the cost of supply for some consumers.
There is little to no improvement in cross-
subsidy levels for industrial and commer-
cial consumers. These tariffs are among
the highest in the world, which impacts
the cost competitiveness of industries.

As per the Report on “Roadmap for
Reduction in Cross-Subsidy” by the
Forum of Regulators, cross-subsidy for
industrial consumers in Gujarat, Tamil
Nadu, Rajasthan, Punjab, Maharashtra,
Karnataka, Uttarakhand, and Madhya
Pradesh was higher than the ceiling of
20 per cent set by the National Tariff
Policy (NTP). The NTP 2006 and 2016
prescribe criteria for cross-subsidy,
envisaging a gradual reduction. In many
cases, industrial and commercial tariffs
are 50-100 per cent above the 120 per
cent ceiling prescribed.

And that’s not all. The cost of supply
is still way higher for low-tension, or
agricultural and domestic consumers,
compared with high-tension, or indus-
trial and commercial consumers. That
is because the more the money needed
for last-mile connectivity, the greater are
the losses incurred. Therefore, cross-
subsidy levels based on “actual” cost —
and not average cost of supply — is very
high and unsustainable.

Delhi has one of the highest per capi-
ta incomes and highest electricity con-
sumption. It also has perhaps the best
quality of electricity supply. Do con-
sumers there even need the subsidy?

Delhi also has a cushion of fiscal sur-
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plus, which makes such unnecessary
doles “affordable” — something states
with low per capita, poor quality of sup-
ply, and constrained fiscal health canill-
afford. Indeed, as the table (How they
stack up) shows, Uttar Pradesh and Bihar
— with poor capita income and erratic
supply — are among the worst off.

The total subsidy and cross-subsidies
of discoms at about 1.2 trillion in 2018.
Such high levels, coupled with ACS-ARR
gap and regulatory assets, would render
the power sector powerless, impacting
fresh investments in generation and
transmission, as well.

Not all is lost, though. Three proac-
tive measures can address the situation:
mCalibrated tariff hikes: Just like diesel
prices were deregulated with a monthly
increase of 0.50/litre, electricity tariffs
could also be tweaked up monthly/quar-
terly for at least three years, based on
predetermined percent that may include
some realistic efficiency inbuilt. Some
may argue that this amounts to passing
on potential inefficiencies of the distri-
bution entity to the consumer. But the
fact is, there is a large ACS-ARR gap,
accumulated losses, and piled up regu-

HOW THEY STACK UP

Monthlypercapita  Per capita
Income (atcurrent  residential electricity
prices)* %) consumption*(Kwh)
A 13669  185units
Delhi 30,461 1,000 units
Bihar [ 5113 30 units
up ] 3.652 142 units

*Per capita income is the estimate from respective state
economic handbooks, published by state planning
departments. #Per capita electricity consumption is
(energy generated + net Imports)/total population
Source: Economic Survey of Andhra Pradesh, Delhi, Bihar
and Uttar Pradesh (2018-19), Central Electricity Authority
and Ministry of Power

latory assets that need to be cleared. This
would be subject to regulatory scrutiny
at the end of the three-year period.
mGuidelines for cross-subsidy reduction:
To reduce the cross-subsidy on indus-
trial and commercial customers going
forward, state regulators need to imple-
ment reduction in cross-subsidies and
removal of political inertia in increasing
domestic and agricultural tariffs gradu-
ally. Ultimately, subsidy (if required),
directly must go only to deserving con-
sumers, with low per capita income or
below poverty line.

mDirect benefit transfer (DBT): To plug
leakage and ensure targeted subsidy,
DBT could be implemented. States may
replicate in the power sector what the
Centre successfully did with liquefied
petroleum gas subsidies.

Sans tariff rationalisation and target-
ed subsidy, all other reforms efforts —
including open access, retail-supply sep-
aration, and even public-private
partnership/privatisation — will not
yield the desired results.

The author is senior director, CRISIL
Infrastructure Advisory

Tighten the noose

This refers to the editorial “Protect ordi-
nary investors” (December 5).
Notwithstanding therise in loan-relat-
ed frauds, many lenders are in the habit
of disregarding the guidelines of the
RBI, thus benefiting the unruly borrow-
ers causing losses to the banks and
eventually, adversely affecting the
financial system. It is imperative to con-
ductathorough probe into the granting
of loan against third party shares
belonging to the retail investors. In this
case, the brokers pledging the shares
must have an irrevocable authority to
pledge the shares. If it isin the negative,
itdenotes that the broker firm that cre-
ated the pledge has transferred a defec-
tive title to the lender and hence, the
lender must recall the credit facility.
The market regulator must bolster
its oversight on the activities of the
share brokers to ensure that the retail
investors’ interest is protected; else they
too will flee from the market thereby
negatively impacting market stability.
Loans against shares are riskier vis-a-
vis other types of loans. Though the RBI
has stipulated tight norms for lending
against shares, the lending in this cate-
gory is not fair, and therefore it must
tighten its oversight to secure the loans
and advances against shares.
VSKPillai Kottayam

Logical stand

This refers to the editorial “Inflation
warrior” (December 6). You have right-
ly appreciated the action of the Reserve
Bank of India’s (RBI’s) monetary policy
committee (MPC). The apex bank,
often the target of criticism for kow-
towing to the wishes of the govern-
ment, has done the right thing by not
reducing the policy repo rate. The deci-
sion shows maturity of thinking,
detailed study and logical interpreta-
tion of the ground realities and appli-
cation of mind for arriving at a unani-
mous decision.

The markets were indeed surprised

because everyone was hoping that rate
cuts will continue and the cumulative
135 basis points since February will
become 160 or more. But the central
bank’s role is not only to keep the mar-
kets happy. It has a much bigger, over-
arching role to keep a sharp eye not
only on inflation but also on the eco-
nomic growth in a holistic manner.
One must applaud its stand.

Let it continue with the declared
stand and also work towards “an
appropriate balance between the fiscal
and monetary policies”. It is prudent
on its part to wait for the Union
Budget, give more time to banks to
reflect on the effect of earlier cuts in
lending rates and perhaps also get a
better idea about food inflation.

Krishan Kalra Gurugram

Being cautious

This refers to the editorial “Inflation
warrior” (December 6). Controlling
inflation has always been the main con-
cern of the RBI. On many occasions,
the RBI did not cut repo rate much to
the disappointment of the government
that wanted the cut to spur growth. This
is precisely because the RBI gave pref-
erence to inflation control over growth
push. However, in the last few occa-
sions, RBI went for a repo rate cut to
address growth concerns.

This time around, with its decision,
the RBI wants to assess the impact of
stimulus measures announced by the
government to revive growth and
decide accordingly once the picture is
clearer. The editorial rightly sums up
that the current pause shows that the
MPC will use the available policy space
more judiciously. Clearly, the RBI does
not want to commit anything as yet.

Sanjeev Kumar Singh Jabalpur
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Fixing the GST

Fundamental improvements to the flawed structure needed

t has been reported that the Goods and Services Tax (GST) Council, the

body comprising the Union finance minister and those of the states, is

considering a revision in the indirect tax’s rate structure. In particular, as

reported by this newspaper, it is possible that the 5 per cent rate will be
raised to 6 per cent. The government hopes that this will increase the effective-
ness of the tax, which has been severely underperforming against the target of
around 1.2 trillion a month. But this deficit will not be fully bridged by a
marginal increase in the lower rate — after all, the 5 per cent rate brings in only
5 per cent of GST collection. While the council’s intention is understandable, it
is clear that this will only amount to tinkering around the margins.

GST, together with the broader slowdown, has provoked a fiscal crisis
that will require careful management. Although revenue is likely to fall short
by a significant margin, raising indirect tax at the moment could further
dampen sentiment in the economy. The Union finance minister has assured
states that GST compensation will continue to be handed out. The Union gov-
ernment is legally mandated to compensate states if their GST revenue does
not grow by an annual rate of 14 per cent. Since this is not happening at the
moment — the Union is not making payments, either — compensation arrears
are building up. Without the release of the tens of thousands of crores that
they are owed, states will be forced to borrow, further driving up the general
government deficit and reducing the funds available to the private sector for
growth and investment. On top of GST, the government imposes a compen-
sation cess, which is meant to provide for payments to state governments, but
even this has been bringing in less than what is required. As has been reported,
an increase in the compensation cess is also being contemplated.

While many welcomed the flawed GST when it was introduced, that
approval was conditional on the structure being improved as time went by in
order to bring it closer to the ideal, efficient version. This work of rationalisation
and simplification cannot be put off any longer.

Thus, what is necessary instead of further tinkering is a deeper and harder
look at how to fix GST and at the government’s fiscal situation overall. More
fundamental problems will have to be addressed. It may be the case that, in
the absence of a proper invoice matching mechanism that was planned,
evasion is growing. If so, however, blindly implementing invoice matching
during a slowdown may also be dangerous, given that it might significantly
increase transaction costs. The GST Council must go back to the basics and
recognise that the economic logic behind GST is that it would make paying
taxes so easy that evasion became less widespread. This would require a
simple, clear, and transparent tax system, ideally with a single rate. At the
very least, rationalising all tax slabs must now be on the agenda, alongside a
proper study of what a revenue-neutral, single rate would be, now that there
is sufficient data from GST collection.

Pricing power

Telcos should not give up freedom to set tariffs

1l three private telecom operators, who are rarely on the same page
on any issue, have together asked the sector regulator, the Telecom
Regulatory Authority of India (Trai), to set floor prices for mobile
data services, while retaining voice calls under the ongoing for-
bearance regime. In practice since 2003, forbearance implies that telcos are
free to fix all tariffs other than for national roaming and fixed rural telephony.
Shifting to a floor price regime would mean no company will be allowed to
offer tariffs below the mark set by the regulator. In a letter to Trai, telcos said
tariff correction in the current level of fierce competition was not possible by
any service provider voluntarily and, therefore, the only option available was
prescribing a minimum tariff for mobile data service by the regulator.

By asking Trai to intervene, the industry is giving up its power to set
tariffs for a service that is already a driving force in many ways, and will only
grow in significance. That’s a wrong call when tariffs are controlled by market
forces across most sectors in mature economies. Any shift will be anti-con-
sumer and against the principle of the free market. Also, the telcos’ decision
to seek two sets of norms — for voice and data — is flawed. In their submission,
the operators have argued that unlike in the case of mobile data, voice is
considered an essential service for subscribers, mainly at the bottom rung.
That, according to the industry players, explains the need for voice to remain
in the present forbearance regime. However, the truth is that mobile data,
which enables free messaging on apps like WhatsApp, is as much an essential
service as voice not just in urban areas but in rural India as well. Not only
that, telcos often sell voice and mobile data packages together, and any data
floor price will come with the risk of distorting the free market principle.

At a time when the industry is on a weak wicket due to the financial
stress, made worse by the recent Supreme Court verdict on adjusted gross
revenue (AGR) with an estimated 1.4 trillion demand in past dues on telcos,
they must refrain from surrendering their tariff-setting power. Indeed, the
duress in the telecom industry was captured in industrialist Kumar Mangalam
Birla’s statement last week when he said Vodafone Idea would have to shut
shop in the absence of government support. While the government can step
in by allowing staggered payment of the AGR dues and waiving some penal-
ties, so that the telecom industry does not become a duopoly if not a monopoly,
the regime of forbearance for tariff, both for voice and mobile data, should
not be changed. There’s no reason why the industry players themselves
cannot be more responsible in setting tariffs. Recently, all three players raised
tariffs after several years. Therefore, asking Trai to set a floor price for data
seems to be an irrelevant demand.

However, this is not the first time that the industry is looking for a regu-
latory intervention in setting a floor price. In 2017, after Reliance Jio disrupted
the market through freebies, some incumbents had sought floor prices for
both voice and mobile data services. At that point, Trai rejected the proposal,
saying floor price wasn’t a workable idea and that prices under forbearance
should continue. Trai should take a similar stand now.
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myths

Three dangerous
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The errors and misapprehensions that led to constant

optimism about Indian growth

he kindest interpretation of the current gov-
I ernment’s actions in the years leading up to
this slowdown is that it genuinely believed its
own propaganda. Some have feared that its habit of
concealing and denying inconvenient data while push-
ing forward a rosy narrative for investors and voters
suggests a cynical disconnect between its analysis in
private and public. But this may be untrue. What if
the government genuinely believed that, all this time,
the economy was a few quarters away from sustained
high growth? This might raise one or two questions
about theirjudgement and the government’s in-house
analytical capabilities, but it would at least clear them
of the charge of duplicity.

Certainly, since 2014, there has
been no dearth of optimistic voices
demanding that there should be less
“negativity” about the economy. Now
that most such voices have been
silenced, at least for now, it is worth
giving them the benefit of the doubt
and asking why and how one could
have been misled.

Essentially, there were three

POLICY RULES

The problem in 2012-13 was not, in fact, policy paral-
ysis linked to a particular administration, but a crisis
of the Indian state machinery that spilled over into
the private sector. Regulation was not strong enough
to create both growth and transparency; poor dispute
settlement mechanisms meant that capital was too
gravely at risk; and suspicion about even mundane
administrative actions that affected private sector
returns meant that excessive caution had crept in.
These problems required structural administrative
reform. Some such changes have indeed been made
— the Insolvency and Bankruptcy Code was among
them. But, overall, the basic building blocks of the
crisis were not addressed. What we
are in now is not a product of that
past crisis — it is the very same crisis.
It was just put on the back burner,
thanks to a sharp turn in the com-
modity price cycle, which provided
a positive shock to the supply side
and to government prices, between
2014 and 2016, and subsequently a
recovery from an additional crisis
forced on the economy by demoneti-

big myths that many people bought

into, and which helped lead ustothis MIHIR S SHARMA

situation.

The first myth: The notion that the crisis of 2012-13
was over. Recall those days of “policy paralysis”? The
majority diagnosis then was that the UPA govern-
ment was paralysed, and its lack of policy making
strength and political capital had led to a frozen econ-
omy, slowing investment, and thus collapsing
growth. Thus, when a government with a parliamen-
tary majority and enormous political capital was
sworn in in 2014, a recovery from the crisis seemed
assured. But that was based on a misapprehension.

sation and the botched goods and ser-
vices tax (GST) implementation in
2016-17. Now that these latter two
impulses have run their course, we are back in 2013.

The second myth: The notion that big-ticket public
investment is sufficient for growth. This arises from
several misapprehensions, including a misreading of
the Chinamodel. The fact is that better infrastructure
matters only if the private sector finds it profitable to
use it. Thus public funding of such infrastructure only
pays off if the private sector also finds itself willing
and able to co-invest in the new projects that will feed
off the additional infrastructure. In China, which is a
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state-directed economy, the private sector could easily
be pushed into doing so. In India, this is less possible
— and doubly so when the private sector finds itself
short of funds anyway. Thus, while one might welcome
the partial use of the commodity price bonanza on an
infrastructure build-out from the state, the fact remains
that without addressing constraints on the private sec-
tor — overcapacity, a debt overhang, tax terrorism,
and stifling regulation — such infra spending would
not have a “crowding in” effect. Thus the marginal
product of this investment capital from the state was
probably extremely low. There’s no point building
highways if nobody wants to buy trucks to run on
them, orif there isn’t enough growth in the amount of
goods being transported.

The third myth: The idea of unquenchable Indian
domestic demand. We had several years in which
demand appeared to be solidly supporting growth. But
this was a product of populist policy that (temporarily)
supported income growth, household credit expansion,
and positive supply side shocks thanks to a structural
reduction in food and fuel inflation. None of these three
factors are sustainable. Sustainable demand growth
without an increase in either overall productivity or
factor utilisation is difficult to envisage. The unspoken
hope was that demand would keep climbing till capacity
utilisation in the private sector passed some (Unknown)
threshold, at which the investment engine was to start
up again. But it seems even if that was possible, the
demand push has broken down short of such a point.
The private sector is certainly credit- constrained, but
nor is it feeling the need to borrow in order to finance
investment projects that have suddenly become attrac-
tive. The problem here is that there has been far too
much overconfidence about the size and composition
of the Indian consumer economy. An economy at our
level of development cannot depend merely on domes-
ticdemand to pull investment and growth up. The only
true interpretation of China’s growth miracle — and
that of the rest of East Asia before it — is that it emerged
from coupling domestic supply responses to global,
instead of domestic, demand. In other words, India has
tobea trading nation. Perhaps the government is right
to want to protect aspects of domestic industry from
the effects of trade. But, if so, its project from day one
should have been to make the case that Indian develop-
ment requires access to world markets alongside some
reasonable and temporary protections for its infant
industries. Unfortunately, it instead has fallen in love
with the notion of Indian industry servicing domestic
demand, and the rest of the world be damned.
Naturally, this means that overcapacity will continue
to plague the Indian private sector, given the impossi-
bility of isolated and sustained demand growth.

Thus, if one is to have an optimistic view of the
medium term, it will depend on whether these essen-
tial sources of negativity are removed. Structural
reform of administration and factor markets is neces-
sary in order to move on from the crisis that began in
2012-13; the quality of government spending must
increase, alongside co-operation with the private sec-
tor, in order to ensure that government capital spend-
ing raises productivity and growth; and chronic over-
capacity and a shortage of remunerative investment
project must be alleviated by a 180-degree shift in our
trade policy. If not, it is clear there is ample reason to
continue to be negative.

Economy: This is as good as it gets

(GDP) dropped tojust 4.5 per cent in the second

quarter of this fiscal year. For the entire year,
growth will, at best, be 5 per cent. The common man
is no wiser as to how, despite being ruled by a Vikas
Purush for more than five years, growth has crashed
from 7.5 per cent to 4.5 per cent. Despondency is all
around, but there were hardly any cogent, official, eco-
nomic arguments (other than silly sound bites from
party lackeys) explaining this unexpected phe-
nomenon. Well, official economic arguments are now
available. Bibek Debroy, chairman of
the Prime Minister’s Economic
Advisory Council (PMEAC), has writ-
ten a piece in Open magazine,
explaining what to make of the slow-
down. Here are his main arguments.

T he growth of India’s gross domestic product

1. Hey, we are still growing; be
happy: India remains among the
fastest-growing countries in the

world. Economic illiterates (my
expression, not his) talk of a recession I R RATI 0 NAI- CH 0 I CE

outcome of low aggregate demand. It is not an entirely
independent variable. Because of various actions and
inactions of the Modi government, growth — and,
therefore, inflation — is down. It was an unintended
consequence, which is now being touted as an achieve-
ment. There is no evidence that bringing down infla-
tion to give relief to the poor was a policy objective. In
fact, one of the often-repeated grand promises of the
Modi rajwas to double the farmers’ income. This would
have meant massive food inflation, given that India is
not a significant agricultural exporter.

3.Blame weakglobal trade, not the
government: At least 3 percentage
points of GDP growth comes from
exports, argues Mr Debroy. If export
growth peters out, we go down to 6
per cent GDP growth. Three factors
influence exports, according to him:
Global demand, global supply, and
the exchange rate. The government
cannot do anything about the first
and very little about the third. As

without realising that recession,
among the few things, is precisely
defined in economics as: GDP shrink-
age over two successive quarters. This is true, but Mr
Debroy misses the point of expectations vs. reality.
Did people vote for a better or a worse outcome? In
2014, did he honestly expect 5 per cent GDP growth
after five years of the Modi raj? Or was it the opposite?

DEBASHIS BASU

2. Inflation is low; be happy: Since GDP figures are
adjusted for inflation, with inflation around 3 per
cent, nominal growth will be 8 per cent for the year.
One of the major successes of the government since
2014 has been lower inflation, which we don’t seem
to appreciate enough. Inflation hurts the poor more,
he argues. We would have been far worse with 5 per
cent real growth, 10 per cent inflation, and nominal
growth of 15 per cent, he reminds us.

There are several issues here. Low inflation is an

for supply, “the Government has

introduced measures to improve
logistics”. That’s it, and so “net
exports will continue to be a constraint”.

If all this sounds too pat, academic, and uncon-
nected to what is happening on the ground, it indeed
is. In 2010, China’s share of worldwide export of tex-
tiles was 36.6 per cent, which went down to 31.3 per
cent in 2018 due to higher labour cost and other
structural changes. Which countries benefited?
Vietnam’s share shot up from 2.9 per cent to 6.2 per
cent and Bangladesh’s share went up from 4.2 per
cent to 6.4 per cent. India’s share went down from
3.3 per cent to 3.2 per cent. Why so? Because of enor-
mous frictional costs of doing business in India,
imposed by the central and state governments. This
needs to be fixed through structural reforms but that
is a pointless argument, according to Mr Debroy.
Please see the next point.

4, Structural vs. cyclical? It’s pointless: “There is a
slightly sterile debate that goes on about a structural
versus cyclical diagnosis,” writes Mr Debroy. Why is
it sterile? Because, here again, the government is
helpless, he suggests. He assumes that structural
changes only mean privatisation and changes in
labour and land laws. “Privatisation is a process and
cannot be rushed through. Legislative changes may
be necessary and one may have to go back to
Parliament,” while land, the most valuable asset, is
typically owned by state governments; it cannot be
sold by the Union government.

Land and labour are partly state subjects and the
Land Acquisition Act of 2013 has raised land costs
and made infrastructure projects difficult, points out
Mr Debroy. The all-India growth rate is a function of
what happens in state governments, according to
him. The Union government cannot do much. These
are straw-man arguments. Structural reforms are
much less about privatisation, land, and labour, and
more about expanding the scope of private enter-
prises and allowing them to be more competitive
and productive. This should start with removing the
enormous frictional cost of doing business and reduc-
ing corruption in the states. In a piece in 2015, I asked
why the prime minister, who is the BJP’s only vote-
getter even in state elections, could not work with
BJP-controlled states and show us what reforms
could be achieved at the state level.

So, net-net, according to Mr Debroy, there is no
gloom and doom in a 5 per cent growth rate; it will
pick up to 6 per cent, but not much more and the
ongoing “clean-up” will lead to a “more efficient
and more formal economy”, but not overnight. Mr
Debroy’s arguments throw very useful light on
what you can expect this government to do about
the slowdown — something we all are clamouring
to know. The answer to that is, underwhelming;:
Not much.

Thewriter is the editor of www.moneylife.in
Twitter: @Moneylifers
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hearing like none other, because

of the extraordinary testimony of
one woman. Christine Blasey Ford, a psy-
chology professor, told the Senate
Judiciary Committee that Kavanaugh
had sexually assaulted her at a high
school party decades earlier. “Brett got
on top of me,” she said, and “began run-
ning his hands over my body and grind-
ing his hips into me.” He groped her, she
said, and tried to take her clothes off.
When she yelled, she said, he put his hand
over her mouth. “It was hard for me to

B rett Kavanaugh had a confirmation

breathe,” she said, “and I thought that
Brett was accidentally going to kill me.”

Ms Blasey Ford’s testimony was pre-
cise, measured and credible. Even many
of Kavanaugh’s supporters thought it
sounded the death knell for his nomina-
tion. “Almost all of us were saying, ‘It’s
over,” recalled Jeff Flake, then a senator
from Arizona.

It was not over, of course, and today
Mr Kavanaugh sits on the highest court
in the land. How he overcame Blasey
Ford’s testimony — and allegations of
sexual misconduct from other witnesses
— isthe subject of Supreme Ambition, by
Ruth Marcus, a deputy editor of The
Washington Post’s editorial page.
Ms Marcus’s book is impressively report-
ed, highly insightful and a rollicking good
read. It also adds another dispiriting data
point that the American Republic is seri-
ously ailing.

Mr Kavanaugh was in many ways a
perfect Republican nominee for the court.

An only child from a Catholic family in
suburban Maryland, he was the son of a
lobbyist father and a prosecutor mother.
He attended Yale College and Law School,
and clerked for two Republican appeals
court judges and then for Justice Anthony
Kennedy. He worked for Kenneth Starr’s
investigation of Bill Clinton; helped in
the Florida recount that brought George
W. Bush to power in 2000; served in the
Bush White House; and finally became a
judge on the United States Court of
Appeals for the D.C. Circuit. Along the
way, Mr Kavanaugh married Ashley Estes,
ayoung Texan who was President Bush’s
personal secretary — which helped place
him in the Bush inner circle

There was, however, a dark strand run-
ning through Mr Kavanaugh'’s life of cal-
culated achievement: heavy drinking. In
his high school yearbook, he made a ref-
erence to “100 Kegs or Bust,” and in col-
lege, his interests included the annual
Tang competition, an elaborate intramu-
ral beer-drinking relay race. Law school
classmates have said little about his intel-
lectual pursuits, but one recalled, “If you
had asked me who was the biggest drinker

in our class I would have said Brett.”

As ajudge on the D.C. Circuit, a tradi-
tional farm team for Supreme Court jus-
tices, Mr Kavanaugh became a leading
candidate for the court — and he pursued
the prize aggressively. There was one
advocate whose opinion counted most
of all — Justice Kennedy, whose seat Mr
Kavanaugh ended up filling. Supreme
Ambition has made news with its report
that, when he presided over Justice Neil
Gorsuch’s swearing in at the White House
in 2017, Justice Kennedy requested a pri-
vate meeting with President Trump to
promote Kavanaugh for the court. If
Justice Kennedy did argue for his former
law clerk, it was a disturbing intervention
across the lines separating the judicial
and executive branches — but also a suc-
cessful one.

After Ms Blasey Ford, other witnesses
emerged. Deborah Ramirez, a college
classmate, told reporters that Mr
Kavanaugh thrust his penis in her face at
a party, although she had significant
memory lapses. Another late-arriving wit-
ness, the Washington lawyer Max Stier,
remembered seeing Mr Kavanaugh in col-

lege exposing himself'to a different wom-
an, lending possible further credence to
Ms Ramirez’s account.

The most interesting part of Ms
Marcus’s narrative is her discussion of
why, in the end, the evidence mattered
so little. Much of the credit goes to Mr
Kavanaugh, whose own Senate testimony
was as effective, in its way, as Ms Blasey
Ford’s was. Kavanaugh’s proclamations
about liking beer were widely. But his
angry insistence that he was the true vic-
tim — which took a page from Clarence
Thomas’s response to Anita Hill’s sexual
harassment charges decades earlier —
shifted the momentum in his direction.

Mr Kavanaugh also had strong allies in
his corner. The White House counsel Don
McGahn kept the FBI on a short leash, and
its decision not to interview Mr Stier —an
“inexcusable lapse,” as Ms Marcus notes
— helped prevent a stronger case from
being built against Mr Kavanaugh.

His confirmation has profound impli-
cations for the court. If he turns out to be
significantly more conservative than
Justice Kennedy, he could provide the fifth
vote to end abortion rights or affirmative

action. His arrival also means that two of
the nine justices joined the court despite
credible charges of serious misconduct
toward women — which has done incal-
culable damage to the court’s reputation.

There was something even more pro-
found at stake: whether, on the most
important questions, our nation is capa-
ble of putting the public interest ahead
of partisanship, and whether the truth
matters. The week before this book’s pub-
lication date, President Trump told his
67 million Twitter followers that “the
Ruth Marcus book is a badly written &
researched disaster. So many incorrect
facts. Fake News, just like the @washing-
ton post!” It would be hard to imagine a
more persuasive endorsement.

©2019 The New York Times News Service

SUPREME AMBITION
Brett Kavanaugh and the
Conservative Takeover

Ruth Marcus
Simon & Schuster; $28; 482 pages
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The multi-layered
arbitration mess

SC did well to invalidate Section 87 of the Act, but whether
govt will pay dues or respect Arbitration Act remains to be seen

NE OF THE manifestly unfairaspects of the insolvencyresolution process—

thisis not, though, the fault of the Insolvencyand Bankruptcy Code (IBC)—

hasalways been the fact that,while various arms of the government don’t

pay their dues to private firms for a long time, government-owned banks
are free to take these same companies to the insolvency courtswhen they don’t get paid;
a good example of this is Ajit Gulabchand, whose Lavasa city project was taken by the
banks to IBC for non-payment of dues while his Hindustan Construction Company
(HCC) is owed over 6,000 crore by the government’s National Highways Authority of
India (NHAI).While the Supreme Court (SC) hasjust ruled in favour of HCC in a case that
will have a bearing on the entire infrastructure sector, it is not clear how soon HCC will
get the funds,orwhether the government has learned any lessons from this.

Though the government is keen to promote India as a global arbitration hub,and
also to use arbitration to clear a large part of the 3-crore-plus cases in various courts
(or at least the ones relating to commercial contracts), its own conduct is less than
exemplary,and that is what the HCC case was all about.

While the spirit of arbitration, globally,has been that arbitration awards are bind-
ing on both parties—unless there has been some fraud in the awards process—the gov-
ernment has violated this principle on most occasions. In the case of firms like Voda-
foneand Cairn Energy (on the foreign side) and Reliance Industries (on the Indian side)
whoinvoked international arbitration when their dispute with the government could
not be resolved amicably, the government used every trick in the book to delay this.
This ranged from arguing, in the case of Vodafone and Cairn, that a tax dispute could
not be arbitrated to delaying, in the case of Reliance, the appointment of arbitrators.

In other cases, such as the Antrix-Devas one (Antrix is the commercial arm of
ISRO),where a global arbitration went against the government, the award was chal-
lengedinalocal court,and thatiswhere matters stand.While the government want-
ing to delay an award where it had to shell out money is still understandable, it tried
tothwart an award in the Tata-Docomo case,where it had
no financial stake; in this case, when the award went S S —
against the Tatas, the governmentargued that the Tata- It IS Worrying that
Docomo contract was itself illegal, so the award was govt can refuse to
incorrect. Fortunately for the Tatas (who wanted to pay make payments to
the damages!) and Docomo, the judge said that the award
would be upheld,and if the Tatas paying Docomo meant
the group was in violation of Fema, it could pay the owned banks can
penalty for that as well. take them to IBC

. Toreturnto thg HCC story, the petiti.on was aboutSec-  for dues. Will govt
tion 87 that was inserted into the arbitration law a few lise NHAI-t
monthsago,and allowed an automaticstay onall arbitral pen.a Ise ype
awards handed out in proceedings that commenced bodies for needless
before October 2015; all that it needed was for someone, challenges to
!1ke NHAI after it had lost the arb@atlon, tochallengeit 5 pitration awards?
in court. HCC’s lawyers, not surprisingly,argued that the
sectionviolated the Constitution,and even the principle e ———
of the arbitration law, since the award is no longer binding. For arbitration proceed-
ings that started after October 2015, there was no confusion since the 2015 amend-
ment in the law said that companies—or sayan NHAI—had to argue in court to geta
stay; it was no longer automatic,as was the case prior to October 2015.

Whatisamazing,as the SCruled last week, is that the government brought in Sec-
tion 87 despite the fact that there was an SC ruling—BCCI vs Kochi Cricket, 2018 —
which clarified that “the introduction of Section 87 would result in a delay of dis-
posal of arbitration proceedings, and an increase in the interference of courts in
arbitration matters,which defeats the very object of the Arbitration Act,1996,which
was strengthened by the 2015 Amendment Act”. Indeed, while the government
brought in Section 87 citing the Justice Srikrishna panel recommendation, the SC
said this was made in July 2017 whereas the BCCI case ruling was later; the govern-
ment, then, had to go by what the court said.

What is unfortunate,however,is that while the SC removed a big obstacle for firms
like HCC that are trying to get back their dues via arbitration courts, the court seems
tohave agreed with the Solicitor General in that awrit petition filed underArticle 32
of the Constitution cannot be converted into a recovery proceeding; in other words,
HCCwill have to goback to each high court where NHAI got a stay,and get it to enforce
each individual arbitration award.

While thereisa 2016 NITI Aayog circular that says 75% of the award must be paid
immediately even in the case of a stay order, there is a catch. Since the 75% has to be
deposited with the court, the company that won the arbitration award gets no relief.
While challenging the HCC figures on how much was due to it, the government affi-
davit itself said the “PSUs had already paid/deposited a substantial amount (approxi-
mately 83.30%) payable by them under the arbitral awards”; deposited s the operative
term here.If the money has to be got by the company, it needs to give a bank guaran-
tee fortheamount,and an additional amount of 10% also needs to be given; but,many
of the companies are too financially stressed to be able to get a bank guarantee.

So, if this SC ban on the automatic stay is really to help, not only will courts have
to be strict about granting stays on arbitration awards—only if there is prima facie
evidence of fraud in the award should this be given—the government will have to
ensure that banks are even willing to provide guarantees in such cases; it is not clear
how firmswho can’t afford the bank guaranteesare to be helped.Also,if PSUs or gov-
ernment bodies/departments are to keep challenging arbitration awards asa matter
of course, as they do now, it defeats the purpose; that will require a near-complete
change in mindset on the part of the government.

BadMEDICINE

A blanket ban on e-pharmacies is unjust when its the
government that needs to finalise rules

firms while govt-

N SEPTEMBER 2018, the Centre published a set of draft rules forregulating e-phar-
macies, inviting feedback from the public.At the time, many hailed it asa progres-
sive move since the players in the space could now move forward on compliance
and certainty. But, more than a year later, the future of e-pharmacies is under the
shadow of uncertainty. First, the Delhi and Madras High Courts had banned online sale
of medicines—the Madras HC later vacated its order. Now, the Drug Controller General
of India,a department of the Central Drugs Standard Control Organisation (CDSCO), has
asked all states and union territories to prohibit the sale of drugs through unlicenced
online platforms. Most e-pharmacies operate through licenced offline pharmacies to
execute orders,and given thereareno explicitrulesabout e-pharmalicensingyet,itisn’t
clearif the current rules impact these or not. More important,in the absence of govern-
ment clarification, everything is left to the interpretation of CDSCO.If the CDSCO is to
consider the current model legitimate, the likes of Netmed and 1mg shall continue to
operate, but if it considers licensing for these companies as necessary, then most online
saleswill be banned till the government comes out with rules for the segment.

While the Delhi High Court recently ordered the Delhi government and the Cen-
tre to stop the sale of scheduled drugs without prescription, the government seems to
lack the tools toaddress this.Though the government has norms against sales of sched-
uled drugs,and online players do require uploading of prescription,local pharma stores
often don’t adhere to the rules. By mandating the same set of rules for e-pharmacies
and offline ones,butimplementing it mostly for the former, the government could be
queering the playing field.

»Opinion

F THE TUMULTUOUS develop-

ments that took place in Maha-

rashtra’s politics overthelast three

weeks make anything clear, it is

that everyone swearstohelp peas-
ants first. Devendra Fadnavis’s 80-hour
government sanctioned 5,830 crore
from the Maharashtra Contingency
Fund togiverelief tofarmersaffected by
unseasonal rains. One wonders what
happened to crop insurance, if the
moneyhadtofinallycomefromthestate
exchequer.The Shiv Sena-NCP-Congress
coalition declared that it would
announce somethingbigger for farmers
verysoon.But,before doing that,itwants
to first map and assess various schemes
linked tofarmers.Thatisawise decision.
And, given that Sharad Pawar is at the
helm of affairs, it is a golden chance for
Maharashtra to frame an agricultural
policy that can be alighthouse for many
other states of India.

Mabharashtra’s farmers have been in
the news quite often, and for the wrong
reason: high incidence of farmers’ sui-
cides. While a little less than 10% of
India’s population resides in Maharash-
tra,itaccounted for41% of farmers’sui-
cidesinthe country,asperthelatestdata.
Although suicides are a very complex
sociological phenomenon, it perhaps
reflectsthe highlevels of stressin Maha-
rashtra’s agriculture. Early action is
needed basically on two fronts: (1) issues
ofirrigationand wateruse management;
and (2) building globally competitive
value chains formajoragri-commodities
of the state, from farm to fork.

One of the key problems in Maha-
rashtra’sagricultureis the lowirrigation

Irrigation ratio (%), all India & state
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FROM PLATE TO PLOUGH

WITH SHARAD PAWAR AT THE HELM OF THE RULING COALITION, THE STATE MUST FOCUS ON
WATER-USE EFFICIENCY AND LEGALISE GM CROPS BEING CULTIVATED WITHOUT APPROVAL

Pawar-ing up
Maharashtra’s agri policy

& SHYMA JOSE

Gulati is Infosys chair professor of Economics, & Jose
is Research associate, ICRIER.Views are personal

ratio, which stood at just 19% for trien-
nium average ending (TE) 2014-15,
compared to 48% at the all-India level
(seegraphic).Ironically,during TE 2002-
03 to TE 2014-15, irrigation ratio
increased only by one percentage point.

AsofJune 2017,theirrigation poten-
tial created (IPC) by Maharashtra’swater
resource department (WRD) stood at
50.4 lakh hectares, while the irrigation
potential utilised (IPU) was only 39.5
lakh hectares, or 78.4% (Economic Sur-
vey of Maharashtra, 2018-19). Massive
public investments are needed to
decrease the IPC-IPU gap,but that seems
likeadistant goal given the high leakages
in the irrigation projects.The NABARD-
Icrier study on ‘Getting More from Less),
by Gulatietal(2019),has estimated that
the capital cost of major and medium
irrigation (MMI) schemes in Maharash-
tra was the highest in the country, at
%13.5 lakh/hectare of IPC; the all-India
average cost was ¥4.5 lakh/hectare of
IPC.The cost per hectare of IPU is even
higher,at ¥20.4 lakh/hectare. Given the
alarmingly high capital costin publicirri-
gation, it is important to ensure trans-
parency and accountability before any
more money is put into it. Else, that
money will also disappear as water dis-

appearsin sand.

But, ensuring better use of irrigation
water is perhaps even more important
thaninvesting morein MMIschemes.A
water-guzzling crop like sugarcane
(remember, onekilogram of sugarneeds
2,300 litres of water) occupies less than
4% of the cropped area, is entirely irri-
gated,and takes away 65% of the state’s
irrigation water. On the otherhand, cot-
ton,which occupies roughly 18% of the
cropped area, is just 2.7% irrigated. No
wonder, most of farmers’ suicides take
placein the cotton belt.The policy direc-
tion is quite clear: Contain area under
sugarcaneand bringitunderdripirriga-
tion, saving almost 50% of irrigation
water, and channel that to other crops,
especially cotton,and fruits and vegeta-
bles,where value generation per drop of
water can be very high. Maharashtra’s
cotton yield stood at 339 kg/hectare,
much lower than the all-India average
(457 kg/hectare) in TE 2017-18.
Gujarat’s cotton area is about 60% irri-
gated, compared to less than 3% in
Mabharashtra,and that makes a Gujarati
cottonfarmermuch more globallycom-
petitive thana Maharashtra farmer.Also,
HT-Bt cotton, which is already being
grownon 15-209% of Maharashtra’s cot-
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Religion and economic growth

If a country records slow or
retarding growth, it has only
immediate policy failures to

DESAI

blame, not the deep unchangeable

past or religion/culture

THE EXPRESSION 'THE Hindu rate of
growth’ has often incited anger from
Hindu nationalists,who thinkit an insult
to the Hindus. It was meant as a pun on
the word secular, which, in economics,
stands for long run, e.g., the secular rate
of growth. Professor Raj Krishna, who
wasarare example of awitty economist,
made the punwhen discussing the then
low secular rate of the Indian economy,
about 3.5%.

Recently, someone challenged my
claim that it was meant as a pun. He
believed there was a serious intention of
saying that there was something in the
Hindu religion that led to low growth. If
that were so, the much higher growth
rate in the twenty-odd years since 1998
has disproved that proposition. If any-
thing,the Hindureligion hashad greater
prominence in Indian politics since
1998 than in the previous fifty years.

However,now that the growthrateis
on the downward path, arguments are
being heard from BJP MPs that the GDP
isirrelevant. Immediately after the vic-
toryin May,we heard that it was politics,
i.e., Balakot, which won the day, not
growth rate or unemployment. So, we
can get back to the question. Is the
expression ‘Hindurate of growth’justan
economist’s joke, or is it for real? Is Hin-
duism bad for economic growth?

Asan economist,I find the economic
explanation sufficient to explain why
economies grow faster rather than
slower.Itis not that culture and religion
donot matter—theydefinea people.But,
theyare higherorder,i.e,lessimportant,
explanatory variables for economic
growth differences between countries.

But, the origin of this question about
the effect of religion/culture on eco-

Prominent economist &
Labour peer. Views are personal

nomic outcomes began not in explain-
ingunderdevelopment,but the contrast
between North-Central Europe and
Southern Europe,orwhatwas,in essence,
the Protestant as against the Catholic
culture in Europe.

Max Weber, the great German soci-
ologist,posedaquestion,backin thelast
century, that reverberates today. It is
about the intimate connection between
religion and economics. Weber asked
why capitalism emerged first in the
Protestant countries of North-Central
Europe rather than the Catholic coun-
tries of South Europe. Capitalism was
synonymous with rational calculation,
rather than trusting higher powers of
God and fate.

Rumy Hasan’s recent book Religion
and Development in the Global Southhas
adapted the Weber question not to ask
why capitalism,in whatever form,did or
did not emerge in some region or other;
heis,instead,askingaquestion thatisrel-
evant to mine: The expression ‘Global
South’in his title immediately tells you
thatheisspeaking of underdevelopment
in a global context. South stands for
poverty, underdevelopment, and
repeated failure to escape the low-
income-level trap.

So, is religion a cause of persistent
underdevelopment in the South? He
considersIslam,Hinduism, Christianity,
and Confucianism, using the available
data on Human Development Index
(HDI). Except for the oil rich countries,
the 49 Muslim-majority countries are,
byandlarge,in the global South. Most of
them scorelowon HDI.South Korea, Tai-
wan, Japan,and Chinahaveall disproved
the old idea that Buddhism or Confu-
cianismisan obstacle to growth.

The usual blame for persistent
poverty used to be laid on population
growth. But, recently, the talk is of
Malthusian dividend. So, fashions
change. It was believed that Hindus are
other-worldly, believing in selfless work
without regard for rewards. But,even so,
India had flourishing financial markets
linking the subcontinent centuries
before mercantilebankingbeganinItaly.
Indeed, it was the ban on usury in the
Abrahamic religions that obstructed
financial growth. The Italian bankers
called themselves money exchangers,
not money lenders.

Many people in the global South
would blame theimperialism forretard-
ing growth.While in 1500 CE Chinaand
India had the same share of world
income as theyhad of world population,
that only meant their per capita income
was the same as world average. There
werealready European countries suchas
Italy, France, and England that had
higher per capita incomes. Imperialism
reduced incomes of China and India,but
for China, the stagnation had started
before the Opium War.

Now, seventy years since the depar-
ture of theimperialists,time has cometo
explainslowgrowthnotintermsofdeep
unchangeable past, but those of imme-
diate policy failures. Every one in every
country would like higher, rather than
lower, incomes. If a country fails, it
should blame itself, not the past, or reli-
gion, or others.

A real test of this proposition may
come in India. The income growth is
slowingdown aftertwentyyears.Is thisa
blip,orisitasign of the influence of reli-
gion or culture? Is Hindu nationalism
good orbad forgrowth,orjustirrelevant?

¢ NRC'S CAB FACE

Chief minister of West Bengal, Mamata Banerjee

If you give citizenship to all the communities, we will
accept it. But if you discriminate on the basis of
religion, we will oppose it and also fight against it...
the CAB and the NRC are two sides of the same coin

ton area “illegally”, without any formal
approval, needs to be immediately
declared legal.

The second key issue is matching
cropping patterns with the emerging
demand of high-value agriculture. In
Mabharashtra, agriculture is quite diver-
sified, with cereals accounting for 34%
of the cropped area, followed by oilseeds
(18.5%),cotton (17.6%),pulses(16.3%),
fruits and vegetables (6.1%),and sugar-
cane (3.8%). In terms of gross value of
output, crops like cotton and fruits and
vegetables account for 8% and 17%,
respectively (see graphic).

Horticulture holds promise for
Mabharashtra,with some very successful
stories, like that of grapes and pome-
granate exportsthatlinked farmers pro-
ducer organisations (FPOs) to export
markets. Onion, which is on the boil
today,also calls forinvestments in mod-
ernstoragefacilities,and processinginto
dehydrated flakes that can reduce
wastages. Maharashtra is the largest
producer of onions, with one-third of
India’s production.

Maharashtra has already opened up
private mandis to ensure competition
and fairtrade,but moreneedstobedone
to build efficient, commodity-specific
value chains that connect FPOs to the
best marKkets, be it organised retailers,
food processors, or exporters. The state
needs to embark on a special drive, pro-
moting contract farming, and opening
theland lease markets.

The livestock sector, too, deserves
more processing plants for value added
products that will help farmers realise
better prices for their produce. Value
addition in more organised value chains
could be the mantra for the state’s agri-
cultural transformation.

The Common Minimum Pro-
gramme, worked out between the Shiv
Sena, NCP,and the Congress, has lifted
the hopes of the farming communityin
the state getting a better deal. But, to
realise these hopes on the ground, one
needs a good strategy that recognises
constraints on the supply side (espe-
cially,water),and also taps the potential
on the demand side through FPOs-run
specific commodity value chains.
Maybe, setting up a high level special
task force under Sharad Pawar’s direc-
tions could see this potential actually
realised for farmers.

LETTERS TO

THE EDITOR

Trigger justice

The killing of the four accused in the
case of the rape and murder of a
young woman veterinarian by the
police of Telangana state when they
attempted to flee while being taken
to Chatanpally of Shadnagar to
reconstruct the crime scene has
generated relief and euphoria in
equal measure. Yet. the opinion
held by rights activists that
encounters are meant to capture
the accused, especially those who
are unarmed, and not to kill them,
and there should be accountability
for the police cannot be faulted.
What should not be forgotten here
is the very fact, that sluggishness in
police investigation and slow
judicial process leading to poor
conviction rates in cases
concerning sexual violence against
women is now leading to a popular
opinion in favour of trigger or mob
justice. Speedy justice through due
process of law in cases of sexual
violence against women is the very
need of hour.

— M Jeyaram, Sholavandan

GDP growth

RBI confirmed the citizens' worst
fears that the country's economy is
in the doldrums by cutting FY20
GDP growth forecast to 5%.
However, the central bank's
decision to leave the repo rate
unchanged at 5.15%, hinting that
the government must throw its
weight, has raised eyebrows.
People who had expected a rate
cut, considering the gloomy
economic scenario, were stumped.
Though the government has
announced a raft of measures, it
appears that the economy is in for
the long haul.

— N J Ravi Chander, Bengaluru
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Resuscitating

SINHA

The author is chief economist & national
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ALTERNATIVE INVESTMENT FUND

Real estate
Is key to

economic

revival

While the intent of the government is praiseworthy,
there are concerns on effectiveness and
implementation of the scheme. The fund size of
325,000 crore could turn out to be small, relative to
the overall requirement of the real estate sector—the
sector has unsold inventory worth ¥2.64 lakh crore

ITH POOR ECO-
NOMIC data coming
in from all quarters,
the government of
India has Dbeen
announcing various reforms and stimu-
lus measures for the economicrevival.In
this regard, the specific measure for the
real estate sector—in the form of the
Alternative Investment Fund (AIF) of
25,000 crore—is a step in the right
direction. The real estate sector plays a
very critical role in the economy; it con-

ECISION MAKING IS the
process to select a course of
action from a number of
alternatives. Like planning,
decision makingalso requires
featureslike forecasting and action plans.
For any organisation, policy documents
help in taking managerial decisions. But
these are decisions of routine nature,
which we also call operational decisions.
Strategic orimportant decisions are obvi-
ously taken after considering different
alternatives. In order to be a successful
manager, one has to necessarily develop
decision-making skills.

Whatisadecision cycle? It isa sequence
of steps used by an organisation on a
repeated basis to reach and implement
decisions; not necessarily each decision
adds to profits, but organisations must
learn from mistakes made by them. For
growth and sustainability,a businessrelies
on decision cycle. The ‘decision cycle’as a
phrase is used to broadly categorise vari-
ous methods of making decisions, going
upstream to the need, downstream to the
outcomes, and cycling around to connect
the outcomes to the needs.

Understanding that organisations go
through a specific decision-making
process allows business firms and manu-
facturing-related goods and services to
develop programmes designed to influ-
ence each stage of the business process.

All businesses operate around certain
business process cycles.It refers tovarious
trends that occur within an industry/sec-
tor, such as growth or withering. Many a
time,management decisions are impacted

financ 1“ ep. A

tributes 6-7% to the GDP, apart from
beingalarge employment generator.The
health of thereal estate sector,in fact,has
a strong bearing on consumer senti-
ments, and housing—as we all know—
also has socio-economic implications.
The real estate sector has strong link-
ages with the core sectors of the econ-
omy, such as steel and cement. Core sec-
tor growth hasdecelerated to 1.3% in the
fiscal year so far, especially with a sharp
deceleration in the cement sector to
0.7% in the period under review. Hence,

a boost to the real estate sector will also
help revive growth in the core sector.

In addition, we must not forget the
linkages of the real estate sectorwith the
financial sector. Any distress in the real
estate sector and the developer’s inabil-
ity to pay their dues could have serious
repercussions for the financial sector.In
fact, banks’ exposure to the real estate
sector (through directand indirect lend-
ing)was 21% of totalloans and advances
(in 2017-18), while the exposure of the
non-banking financial companies
(NBFCs) to the real estate sector was
6.6% of the total assets. Given that many
of the real estate projects are declared
NPAs (non-performing assets), under the
National Company Law Tribunal (NCLT)
there is a serious threat of real estate
woes spreading to the financial sector
through defaults.

Currently, the housing projects com-
prising 4.5 lakh units are unsold. Hence,
the government’s formation of the AIF
tofundthelast-mile credit requirement
will help ease the logjam in the sector.
More importantly, the scheme includes
projects that have been declared as NPAs
and also those that are under the NCLT,
which was not the case when the gov-
ernment had announced the scheme for
the real estate sector earlier in Septem-
ber. This last-mile funding avenue for
stuck projects, in fact, will be a big relief
for the developers as well as the home-
buyers committed to these projects.

Inthe process, the revival in the con-
struction activity will also have a mul-
tiplier effect on economic growth given
its linkages to various industries. The
real estate sector has linkages toalarge
number of ancillary industries like
cement, steel, paints, furniture, copper,
sanitary ware, etc.

While the intent of the government
is praiseworthy, there are some concerns
on effectiveness and implementation of
the scheme. The fund size of 325,000
crore could turn out to be small, relative
to the overall requirement of the real
estate sector. The sector has unsold
inventory worth %2.64 lakh crore. This
fund size would only be able to take care
of a small proportion of the stalled pro-
jects’ funding requirement. Moreover,
the private investors would be hesitant
to join the fund given the risk involved.
According to the scheme,any project will
not be granted fund of more than 3400
crore,which may not suffice for some of

Using decision
cycle for precision

It is a sequence of steps used by an organisation on a
repeated basis to reach and implement decisions

HATTANGADI

The author is a management thinker and blogger ‘ \

bywhere the companystandsinreference
to a particular cycle. Macro economy also
plays an important role in management
decisions.When the economy is in a cycle
of withdrawal, the management of a firm
will act conservatively, whereas in a cycle
of expansion, management may tend to
act more aggressively to gain as much
market share as possible.

Characteristics of business cycle

Usually,anybusiness faces four distinct
trends: slowdown, bottom, growth, peak.
All businesses, even the most aggressive
sales firms, experience these cycles.Aslow-
down occurs after a market has experi-
enced anormal period of expansion.This is
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often followed by a period of sales matu-
rity and product integration by the exist-
ing customer base, which is viewed as a
slowdown. During a slowdown, competi-
tion enters the market that also creates
weaker sales. Finally, the business hits a
bottom. After this bottom and rough
period, business gets aggressive and
makes steps of expansion and marketing
efforts toaggressively go after newmarket
share. Following this period of expansion,
business will again begin to see a peak in
performance and start the cycle all over.
The examples of decision cycle are:
OODAIloop: This toolwas coined in the
1950s by US Air Force colonel and military
strategist John Boyd as a way to illustrate

ILLUSTRATION: ROHNIT PHORE

the big projects, especially in the NCR
(National Capital Region) and the MMR
(Mumbai Metropolitan Regions).

The other critical aspect will be the
implementation part.The government-
released FAQs note that the investment
manager can change the developer, if
required. Nevertheless, it would be a
challenge to manage these projects and
bring them to completion. The invest-
ment manager will also have to ensure
that the fund allocated fora project is not
siphoned off to other projects.The time-
line for the implementation of the
schemewould be critical,as quickimple-
mentation would help generate better
return for investors.

The government has, in the pastalso,
announced measures to ease credit sup-
ply for the real estate sector through
steps such as liquidity support for HFCs
(housing finance firms) and partial gov-
ernment guarantee forassets purchased
by abank from stressed NBFCs/HFCs.

However, the other critical piece of
the puzzle is the demand-side story.The
AIF will not be able to generate the
required returns unless the demand for
real estate also picks up. Otherwise, the
increase in supplywill furtheradd to the
glut in the sector. Even with the real
estate sector going through alull period,
housing prices in major markets have
only corrected marginally. For instance,
in the MMR, residential prices in H1-
2019 have only corrected by 3%, while
in the NCR these have gone up by 3%
(year-on-year)—even though in some
micro markets the price correction has
been sharp).In fact,high prices and poor
economic outlook have resulted in poor
housing demand in the economy. Hence,
it is very critical that the government
also looks into reviving the housing
demand in the economy.

The Indian government has already
provided income tax deductions for the
affordable housing segment. Further
measures such as subsidised home
loans, full tax exemptions on interest
paid on home loans, categorisation of
home loans up to X1 crore as priority
sectorlending will help push up overall
demand in the sector. Along with eas-
ing of supply-side constraints in the
real estate sector, there is aneed for the
government to come up with further
measures to trigger demand. Only then
will the sector be able to revive in a
true sense.

theaction and decision cycle thata fighter
pilot goes through during an aerial dog-
fight; it has since been applied to disci-
plinesas diverse as business,medicine,law
and theacquisition process in the military.
The quality and speed of those decisions
get enhanced by new command-and-con-
trol preceptsand advances in information,
surveillance and reconnaissance tools,
sensors and systems. As a result, military
forces have been improving on their abil-
ity to observe, orient, decide and attack,
better known as the OODA loop.

PDCA (plan-do-check-act): It was
made popular by Dr W Edwards Deming,
considered the father of modern quality
control.Based on scientificmethod, PDCA

the economy

SHARAN

Partner, Koan Advisory Group, Delhi, and
author of 'Wonked!: India in Search of an
Economic Ideology'. Views are personal

RIAGE IS A term used in medicine toindicate the
degrees of priority assigned to patients based on
the principle of doing the greatest good for most
number of people. It originates from French
word ‘trier’ (to sort),dating back to Baron Larrey,
asurgeonin Napoleon’sarmy,who employed it toassessand
evacuate patients during battles.India can reverse anaemic
economic growth by employing triage to identifyand imple-
ment market reforms on awar-footing—policymakers may
consider implementing reform in phases, targeting mean-
ingful measures at less damaged or promising industries.
Chinaseemstohaveevolved aresponsetoitstradewarwith
the US through ‘triage’. Economists predict that a protracted
imbroglio involving steep hikes in tariffs and imposition of
sanctions may hurt China more than the US. This highlights
China’s successful integration with the global economy, espe-
ciallyin light of its Iate entryinto the WTO in 2001. Instead of
retreat, China’s response to deteriorating terms of trade is to
implement reforms that enhance global integration of select
industries.The‘Regulations on Optimizing Business Environ-
ment’ passed in October 2019 is an example. The rules, effec-
tiveJanuary 2020,areaimed atimproving the operating envi-
ronment for foreign investors; innovation-centric companies
will also gain. There are three components to triage-like Chi-
nese regulations fromwhich India should drawinspiration.
First,Chinesereformsaimto
establish ‘open’ and ‘competi- S —
tive’ modern markets. Such
objectives seem counterintu-
itive for a state that often
imposestradebarriersto protect
localindustries. However,a com-
mitment to openness is a pre-
requisite toinspire investor con-
fidence,whichisathistoriclows
in China and India. India could
signalintent through clearmes-
saging in its consolidated FDI
policy. Instead, it has reduced
openness to FDIin newmarkets.
In August, Indiaimposed alimit
of 26% on FDI in digital media related to ‘news and current
affairs’. It’s a confusing signal to give investors in a vibrant
industry.Areversal from the previous allowance of 100% FDI
in digital media also shows lack of an economicideology.
Second, China aims to establish higher enforcement
standards and rapid dispute resolution mechanisms, to
enhance IP protection. It realises that the core strength of
the US economy, its main rival, stems from strategic devel-
opment and deployment of IP. The much-quoted example
of Apple’s royalties from the production of the iPhone in
China is now part of the global value chain (GVC) folklore. At
their core, GVCs represent the simultaneous fragmentation
of production and concentration of IP.In contrast, India has
never paid attention to IP-centric industries, despite their
innateresilience to economicheadwinds and increasing rel-
evance in the services sector. For instance, domestic media
and entertainment industries powered by strong IP are still
growingat 13%.India is one of the fastest growing markets
for digital segments such as video-on-demand and music
streaming, with subscriptions to related digital services
growing by 250% between 2018 and 2019.These industries
arealso globally competitive since digitalisation eases infra-
structural barriers to trade. Yet India has done little to pro-
moteIP.Thisisvisibleinlack of specialisation in IPtribunals.
In fact, a permanent office for the Intellectual Property
Appellate Board was only established in 2014, after the state
was sued for not providing it with adequate resources.
Lastly, China has committed to solicit public opinion on
economic regulations and publicise rules and regulations
that impact ‘market entities’ to build an environment of
transparency. This is an area where India can better China.
While some Indian regulators and ministries have become
adept at public consultations,the boundaries of ‘publicinter-
est’acrossregulated markets are seldom open to debate.‘Dig-
ital sovereignty’is the latest such construct that guides gov-
ernment decision-making in new markets,without adequate
explanation of its economic benefits. China, a historically-
closed economy, recognises the value of transparency by
employing triage. India, too,should pick up a cue.

China, whichis a
historically-closed
economy, has, of
late, recognised
the value of
transparency by
employing ‘triage’.
India, too, should
pick up the cue

can be better explained as “hypothesis”
that can be proved under statistical con-
trol as a three-step process of specifica-
tion, production and inspection. It can be
specified asa scientific method of hypoth-
esis, experiment and evaluation. Accord-
ing to Dr Deming, during his lectures in
Japanintheearly 1950s,the Japanese par-
ticipants shortened the steps to the now
traditional plan, do,checkand act.
Herbert Simon Model: The field of
decision support systems was pioneered
by Herbert Simon.According to Simon and
his work with Allen Newell, decision mak-
ing has distinct stages. He suggested for
the first time the decision-making model
of humans.Ithasthree stages: Intelligence

which deals with problem identification
and data collection on the problem; design
which deals with the generation of alter-
native solutions to the problem at hand;
and choice which is selecting the “best”
solution from amongst the alternative
solutions using some criterion.Later,other
scholars expanded his framework to five
steps (Intelligence-Design-Choice-Imple-
mentation-Learning).

Business Analytics: It refers to the
skills, technologies, practices for continu-
ously connecting exploration and investi-
gation of past business performance to
gain insight and drive business planning.
BAfocuses on developing newinsightsand
understanding of business performance
based on data and statistical methods. In
contrast, business intelligence tradition-
ally focuses on using a consistent set of
metrics toboth measure past performance
and guide business planning,whichisalso
based on data and statistical methods.

Design thinking: It refers to cognitive,
strategic and practical processes bywhich
design concepts, proposals for new prod-
ucts, buildings, machines, etc, are devel-
oped by designers. Many key concepts and
aspects of design thinking have been iden-
tified through studies of design cognition
and design activityinbothlaboratoryand
natural contexts.Design thinking includes
“building up” ideas, with few or no limits.
This helps reduce fear of failure among
managers; it encompasses processes such
as context analysis, problem finding and
framing, ideation and solution, generat-
ing, creative thinking, sketching and draw-
ing and portraying and evaluating.
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BECAUSE THE TRUTH INVOLVES US ALL

DON’T CRY FOR ONIONS

Avoid knee-jerk reactions to temporary shortage-induced price
spikes. Government must focus on deeper problems

NIONS CONTINUE TO burn consumer pockets, notwithstanding several

firefighting measures deployed by the Narendra Modi government. Since

September-end, exports (annually worth almost $500 million) have been

banned, stock limits imposed on the trade (wholesalers cannot keep more
than 25 tonnes and retailers 5 tonnes), the state-owned MMTC Ltd ordered to import
one lakh tonnes (It) and the requirement of fumigation against pest and disease at the
country of exports relaxed. If all these actions — the income tax department is even con-
ducting nationwide raids on traders to probe any holding of unaccounted stocks — haven’t
stopped retail onion prices from doubling to Rs 100-per-kg levels in the last two months,
the primary culpritis clearly not “hoarding”, but production. Kharif onion sowings were,
this time, affected by deficient monsoon rainfall till late-July. Even the crop that was
planted suffered damage from excess rains, especially after September and extending to
November. As a result, the total kharif and late-kharif onion output is officially down
nearly 18 It or 26 per cent; the actual decline could be more.

Butitisn’t just onions. This year’s unusual combination of early-season drought and
prolonged unseasonal rains around the time of harvesting has taken a toll on most kharif
crops. Pulses, soyabean and maize, among others, are trading significantly higher than last
year. Dairies, too, are procuring less, even as the cost of milk has gone up. While some of
that is due to a slow start to the “flush” season — animals generally produce more after
October, which again has been disrupted by an extended monsoon — there might be
structural reasons as well. Low milk realisations of the past 3-4 years have forced many
farmers to reduce herd sizes and underfeed their cattle, particularly calves and
pregnant/non-lactating females. Its effects are showing now, with skimmed milk pow-
der rates crossing Rs 300 per kg, from Rs 140-150 a year ago. Simply put, the period of
low consumer food inflation — an average of 1.38 per cent year-on-year from September
2016 to August 2019, unprecedented in India — is over.

That, however, isn’'t necessarily bad news. Ultra-low inflation isn’t sustainable or even
inconsumer interest, if it disincentivises producers. The current price increases, after dis-
counting for weather aberrations or factors specific to onion, are more of a correction.
Price recovery, combined with the best monsoon rains in 25 years that have filled up all
major reservoirs and substantially recharged groundwater tables, will spur ongoing rabi
plantings. That would, in all likelihood, yield a bumper harvest and more than compen-
sate for any kharif shortfalls. There can be nothing better for the economy today than ru-
ral incomes bouncing back. And there can be nothing worse than knee-jerk policy reac-
tions to temporary shortage-induced price spikes. The Modi government should focus on
problems that shall not pass as easily as onions.

SMALL AND INCLUSIVE

New approach to granting licences to small finance and
payment banks is welcome, will make sector more competitive

NDIA'S CENTRAL BANK has often been criticised for being too conservative when

it comes to lifting the entry barriers for new players in the banking sector. Three

years after the RBI approved licences to 10 small finance banks, the regulator has

now issued the final guidelines for licensing such banks throughout the year or
on tap, encouraged presumably by the performance of some of these entities. The bar
has been raised for new entrants in terms of higher capital requirements — Rs 200 crore
now from Rs 100 crore earlier — besides stiffer prudential norms on a continuing basis and
a mandatory requirement to list after three years when the net worth tops Rs 500 crore.
The new approach to granting differentiated licences to small finance banks and pay-
ment banks is welcome, especially given the current context where the established full
service large banks are scaling back their franchises to reduce expenditure and in light of
the collateral impact of the planned mergers of some of the state-owned banks.

Small finance banks have the potential to provide an alternative to some of the exist-
ing institutions with their mandated focus on small and medium businesses, the infor-
mal sector, small and marginal farmers and thus on increasing financial inclusion and
serving a variety of unserved clients in the hinterland and tier three and four cities and
towns. The RBI itself has said that a review of the performance of small finance banks
shows that they have achieved their priority sector targets and attained the mandate for
furthering financial inclusion, building a strong case for the entry of more players. Early
reports, too, indicate that though these banks account for less than 0.5 per cent of total
deposits and less than a per cent of total advances, many of them have been growing their
loan book at a good clip. But where these new institutions — quite a few of which are for-
mer MFIs — are going to be tested is not just in building a brand franchise but also in en-
suring relatively low-cost operations by diversifying their loan portfolios and lowering the
old legacy loan stock and wholesale deposits, which can be costly and putting in place ro-
bust technology platforms and modern risk management systems.

The experience of the last two decades has shown that a competitive banking system can
help foster a more inclusive financial sector. Small finance banks could well occupy the
space being gradually vacated by some of the bigger banks and complement them too in seg-
ments such as micro and small businesses and the informal sector. Their success will, how-
ever, be contingent on asset quality, the trust they are able to build progressively, the level
and standards of governance and regulatory oversight.
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ASHUTOSH VARSHNEY

THE RECENT political events in Maharashtra
have received extensive commentary. The de-
gree of attention reflects two different dimen-
sions, which need to be highlighted.

The first is the towering significance of the
state. After the break-up of Bihar into two units
in 2000, Maharashtra has not only become
the second most populous state of the coun-
try, butits capital, the city of Mumbai, contin-
ues to be the greatest contributor to political
finance. We cannot prove the latter with sta-
tistical exactitude, but no observer of Indian
politics candeny it.

Compared to their past, Delhi and
Bangalore have become many times richer
over the last three decades, but they still can’t
match the wealth of Mumbai. So long as pol-
itics and business remain deeply intertwined,
as they do in India, to rule Maharashtra is to
have an enormous hold over Mumbai’s finan-
cial clout. The BJP’s unseemly midnight power
grab reflected this reality. New York city, to
which Mumbai is compared in many quar-
ters, does not play the same role in the US,
though it to some extent did during America’s
Gilded Age (1865-1900), a period associated
with the nation’s enormous economic rise.

It is the second dimension of the
Maharashtra developments, which calls for
greater reflection. Just what does the break-
up of the BJP-Shiv Sena alliance, lasting for
three decades, and the emergence of a Shiv
Sena-Congress alliance, signify? Note that I
have left out the NCP from a fuller considera-
tion. The NCP could have gone either way. It
represents a regionalist sentiment. Beyond
that, it has no greatideological core. It can jus-
tify any alliance on the argument that
Maharashtra’s interests require such a move.

In contrast, the Shiv Sena is strongly ideo-
logical, associated with an anti-Muslim stance
since the late 1980s, and the Congress, though
not as ideologically resolute as in the past, is
irreducibly multireligious. The Congress has,
of late, gravitated towards a greater show of
Hindureligiosity, but it findsit hard to, or can-
not, breakits reliance on Muslims. In the 2019
parliamentary elections, it received 38 per
cent of the Muslim vote, larger than its share
of any other social category. The alliance of an
anti-Muslim Shiv Sena and a pro-Muslim

SONAL GUPTA

“NOBODY EXISTS ON purpose. Nobody be-
longs anywhere. We're all going to die. Come
watchTV,” says a dejected Morty to his sister,
in the animated series, Rick and Morty, on
Netflix. The popularity of the show, currently
in its fourth season, has much to do with its
protagonists who travel through the multi-
verse looking for adventures. Rick Sanchez is
an alcoholic misanthrope whose unswerv-
ing faith in science and staunch denial of a
higher being reminds you of Nietzsche’s of-
ten-quoted phrase — “God is dead.”

Existentialists realise that though individ-
uals recognise the insignificance of existence,
they still search for meaning in their life.
Albert Camus would call this the “absurd” —
comparing humanity’s quest for “purpose”
to the myth of Sisyphus, who is cursed to roll
aboulder up the mountain, only to have it roll
back down, unto infinity.

This philosophy spread after the end of
the world wars. As young men turned into
murdering soldiers and the atomic bomb de-
stroyed cities, people were left questioning
the sanctity of human life, which could be so
easily annihilated. The individual in advanced
industrial, urban societies felt a deep sense of
alienation. While the horrors of mass mur-
der could explain the descent of humanity
into an “existential crisis”, the recent rise of
existentialism in millennial culture — through
shows or memes, points to a contemporary
“tragedy of our times”.

Perhaps, the tragedy lies in what Aru-
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In every state election
between 1990 and 2004, the
Sena won more seats than
the BJP; in 2009, both were
roughly equal; but after
Modi’s rise, the BJP has
completely dwarfed the
Sena. In 2014 and 2019, the
BJP won 122 and 105 seats
respectively, as against Sena’s
63 and 56. The basic political
message is clear. The alliance
has been a bigger boon to the
BJP than to the Sena, and it
is impossible to match
Modi’s Hindutva credentials.
For the sake of future growth
and political power, the Sena
needs another re-
Incarnation.
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WORDLY WISE
LIFE IS AN ONION — YOU PEEL IT YEAR BY

YEAR AND SOMETIMES CRY.
— CARL SANDBURG

Milestone Maharashtra

Political power is bringing about an ideological re-

orientation in the players which may or may not endure

Congress simply could not have been pre-
dicted. Why have they come together?

Let us start historically. The Shiv Sena, in
its early days, was ideologically multidimen-
sional. In their published works, Dipankar
Gupta,Ram Joshi, Mary Katzenstein and Usha
Thakkar have demonstrated that the Shiv
Sena’s original ideological framework, con-
structed by Bal Thackeray in the late 1960s,
comprised at least three planks: Jobs for
Maharashtrians in Mumbai, anti-
Communism and opposition to Muslims. It
rose to prominence in Mumbai on the basis
of the first two, and the anti-Muslim plank
was a distinct third. The Shiv Sena’s original
targets were the South Indians, who had cap-
tured jobs due to their superior skills, and the
Marxist labour unions, which dominated
Bombay’s industrial landscape.

By the mid-1980s, the party needed an
ideological rebalancing,. Leftist labour unions
had declined and South Indians were only sig-
nificant in Bombay, whereas the Shiv Sena
wanted power at the state level, not simply in
the Bombay Municipal Corporation. As the
Sena hitched its fortunes with the BJP-led
Ayodhya movement in the late 1980s, what
was distinctly third became primary, bring-
ing it eventually to power at the state level in
an alliance with the BJP.

It is this second phase of the party’s evo-
lution that appears to have come toanend.In
every state election between 1990 and 2004,
the Sena won more seats than the BJP; in 2009,
both were roughly equal; but after Modi’s rise,
the BJP has dwarfed the Sena. In 2014 and
2019, the BJPwon 122 and 105 seats, as against
Sena’s 63 and 56. The basic political message
is clear. The alliance has been a bigger boon to
the BJP than to the Sena, and it is impossible to
match Modi’s Hindutva credentials. For the
sake of future growth and political power, the
Sena needs another re-incarnation.

Inthe Sena’s ideological arsenal, regional-
ismwas already present. It used to be said that
Mumbai was in Maharashtra, but
Maharashtra was not in Mumbai, reflecting
the paradox between Mumbai’s regional lo-
cation and its all-India migrant labour force.
The Sena can now say that Maharashtraisalso
not in Maharashtra, for the employment cri-

MILLENNIAL ANGST

We are in an existential crisis. We are also reclaiming a sense of purpose
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The world we inhabit is
dying. The polar ice caps are
melting, global debt is at its
highest and countries are
beset with violence. Right-
wing exponents, the
preservers of ‘convention,
are gaining popularity. No
wonder, ‘Ok boomer’ became
the millennial turn of phrase.

ndhati Roy calls “public despair” in The God
of Small Things. It concerns itself with the
“ridiculous, insane, unfeasible, public
turmoil”.

The world we inhabit is dying. The polar
ice caps are melting, global debt is at its high-
est and countries are beset with violence.
Right-wing exponents, the preservers of
“convention”, are gaining popularity.
Homophobia, religious extremism and terri-
torial conflicts fill the newspapers. No won-
der, “Ok boomer” became the millennial turn
of phrase, popularised recently by a 25-year-
old New Zealand politician, Chloé Swarbrick.
An older gentleman heckled her while she
was delivering a parliament speech about the
urgency to combat climate change. For this,
the heckler was met with the now-viral re-
buttal: “Ok boomer”. Swarbrick went on to
callit our generation’s “collective exhaustion”
with the older generation’s refusal to ac-
knowledge the need for change.

Another popular animated series on
Netflix that explores existential themes with
its eponymous character is BoJack Horseman.
In one of the episodes, BoJack, a washed-up
sitcom star, muses, “I'm responsible for my
own happiness? I can’t even be responsible
for my own breakfast!”

Millennials and Generation Z find com-
fortin Netflix shows and endless scrolls of so-
cial media feeds because it offers a sense of
belonging, albeit, to a virtual community.
Because reality does not seem to be offering

sis of the Modi era is bound to hurt
Maharashtrians more, given the customary
educational lead of the migrants over the lo-
cals. The idea of 80 per cent jobs for
Maharashtrians is a statewide reinvention of
the Sena’s 1960s’ battle cry. The demand, then,
was for 80 per cent of Bombay jobs.

A second ideological platform also needs
invigoration. The Sena can’t grow if it only re-
mains, oris viewed as,an urban party. It needs
an agrarian programme, which the NCP can
easily add to its pool, and for which the ongo-
ing agrarian crisis provides an opening.

Inshort, the disintegration of the BJP-Sena
alliance is driven by two characteristics of the
Modi era. First, having two champions of the
anti-Muslim platform has run into decreas-
ing returns for the Sena, while hugely bene-
fiting the BJP. Second, the economic crisis,
which the Modi government continues to
deny, is beginning to provide anti-BJP oppor-
tunities, at least at the state level.

The challenge for the Congress was, of
course, more existential. Its two awful and suc-
cessive national defeats have had a hugely de-
moralising effect, creating a profound organ-
isational crisis. But the logic of Modi’s politics
has also provided an unexpected openingina
hugely important state, which it would be
foolish to let go. It is unclear at this point that
the Sena will fully abandon Hindutva.
Normally, it takes time to reorient politics. The
Republican Party was a party of African
Americans for decades after the American
Civil War. It is now a predominantly White
party. The transformation took very long.

The key question is: How badly does the
Sena want power? If it wishes to remain in
power for the foreseeable future, it can’t re-
turn to full-blooded Hindutva, or it will be a
Jjunior partner in a BJP-based alliance. Political
power has a way of bringing aboutideological
reorientation. This proposition will now be
tested in Maharashtra.

The writer is director, Center for Contemporary
South Asia, Sol Goldman Professor of
International Studies and Social Sciences,
professor of political science, Watson Institute
for International and Public Affairs, Brown
University

any succour, for the moment at least. A dys-
functional economic system makesit hard to
find jobs that do not exploit or undermine our
skills. Long working hours and disproportion-
ately low wages keep pushing us towards a
start-up culture, the stability of which re-
mains debatable. Instability in life leads to dis-
ruptions in relationships. More so for non-
heteronormatives, who must fight for their
identities as well. Stress, anxiety and depres-
sion have entered our daily vocabulary.

Our generation is often,and if Imight add,
unfairly, construed as entitled and lazy.
However, university students and young
adults around the world are out on the streets
fighting for what they believe in, their en-
deavours accelerated by social media. Hong
Kong is witnessing a siege against the Chinese
“occupation” and university students have
been active participants. In Chile, students led
the strike against an increase in subway fares,
and, closer to home, we are fighting the fee
hike in JNU for affordable education in pub-
lic universities.

Perhaps the recent protests, pride-walks
and climate change demonstrations signify
the millennials’ reclamation of “purpose” in
life after all, as they seek to upset, if not over-
turn, the conventional order of things.

The writer, 22, is pursuing a Masters in
journalism at the Symbiosis Institute of
Media and Communication. She was an
intern at The Indian Express

DECEMBER 9, 1979, FORTY YEARS AGO

SANJAY FACTOR

DESPITE REPEATED ASSERTIONS by Indira
Gandhi about her son’s non-interference in
the affairs of her party, the “Sanjay factor” is
reportedly influencing the selection of
Congress (I) candidates significantly. Three
of the remaining four party candidates from
Delhi, whose names were announced on
December 8, are understood to be nominees
of Mrs Gandhi’s son. Jagdish Tytler, who has
been selected for a Sadar seat and Sajjan
Kumar, who has been named for Outer Delhi
were among the Youth Congress volunteers
in the forefront for implementation of
Sanjay’s five-point programme during the
Emergency. Dharm Das Shastri, who has

been selected for the Karol Bagh reserved
seat is also a staunch supporter and was also
active during the Emergency.

PRESIDENT’S RULE

ASSAM IS LIKELY to be brought under
President’s Rule. The governor for
Northeastern states, L P Singh, is understood
to have informed New Delhi of the ministe-
rial crisis created by the decision of the 22-
member Congress Legislative Party and the
six-member CPI parliamentary group to
withdraw support to the Assam Janata Dal
ministry, which has reduced it to a minority
government. The governor has viewed with
concern the virtual collapse of the state ad-

ministrative machinery as a result of the se-
ries of bandhs and the picketing by satya-
grahis to press for postponement of elections
till the names of “foreign nationals” are
deleted from the electoral rolls.

CARTER CAUTIOUS
PRESIDENT JIMMY CARTER told families of
American hostages held in Iran that “lam not
going to take any military action that would
cause bloodshed or rouse the unstable cap-
tors of our hostages to attack them or to pun-
ish them. It is going to be very moderate, very
cautious. Our purpose is to get the hostages
home and get them safe. That is our total
commitment”.
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First Pawar test

Maharashtra’s farmers need a new deal. A task force must be set up under the NCP chief

BY ASHOK GULATI AND
SHYMA JOSE

FROM THE TUMULTUOUS developments
that took place in Maharashtra’s politics
over the past three weeks, one thing came
out clearly: Everyone swears they want to
help farmers first. Devendra Fadnavis’s 80-
hour government sanctioned Rs 5,830 crore
from the Maharashtra Contingency Fund to
give relief to farmers affected by unseasonal
rains. One wonders what happened to the
crop insurance scheme if the money had to
finally come from the state exchequer. The
Shiv Sena-NCP-Congress coalition has de-
clared that it wants to announce something
bigger for farmers very soon. But before do-
ing that, it wants to first map and assess the
various schemes linked to farmers. That’s a
wise decision. And given that Sharad Pawar
is the senior-most leader of the ruling al-
liance, it is a golden chance for Maharashtra
to frame an agricultural policy that can serve
as a lighthouse for many other states.

Maharashtra’s peasants have been in the
news quite often for the wrong reasons: The
high incidence of farmers’ suicides. While
a little less than 10 per cent of India’s pop-
ulationresides in Maharashtra, it accounted
for 41 per cent of farmers’ suicides in the
country as per the latest 2016 data.
Although suicides are a complex sociologi-
cal phenomenon, yet it perhaps reflects the
high levels of stress in agriculture. Early ac-
tion is needed on two fronts. First, on the is-
sues of irrigation and water use manage-
ment, and second, building globally
competitive value chains for major agri-
commodeties of the state, from farm to fork.

One of the key problems in
Maharashtra’s agriculture is the low irriga-
tion ratio. It stood at just 19 per cent for the
triennium average ending (TE) 2014-15, as
compared to 48 per cent at the all-India
level (Figure 1). Ironically, during TE 2002-
03 to TE 2014-15, the irrigation ratio in-
creased only by one percentage point.

As of June 2017, the irrigation potential
created (IPC) by Maharashtra’s Water
Resource Department (WRD) stood at 50.4
lakh hectares, while the irrigation potential
utilised (IPU) was only 39.5 lakh hectares,
or 78.4 per cent (Economic Survey of
Maharashtra, 2018-19). Massive public in-
vestments are needed to decrease the IPC-
IPU gap, but that seems like a distant goal
given the high leakages in the irrigation
projects. The NABARD-ICRIER study on
“Getting More from Less” by Gulati and oth-
ers (2019) has estimated that the capital cost
of major and medium irrigation (MMI)
schemes in Maharashtra was the highestin
the country at Rs 13.5 lakh/hectare of IPC
compared to the all-India average cost of Rs
4.5 lakh/hectare. The cost per hectare of IPU
is even higher at Rs 20.4 lakh/hectare. Given
the alarmingly high capital cost in public ir-
rigation, it is important to ensure trans-
parency and accountability before any more
money is put in public irrigation, else that
money will also disappear as water disap-
pears in sand.

Ensuring better use of irrigation water is
perhaps even more important than investing
more in MMI schemes. Water guzzling crops
like sugarcane (remember one kg of sugar
needs 2,300 litres of water), which occupy
less than 4 per cent of cropped area, are en-
tirely irrigated and take away 65 per cent of
the irrigation water of the state. On the other

VIiEwW FrOM THE
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THE PALESTINE EXAMPLE

WHILE LAST MONTH, the focus in the
Pakistan press was the proposed extension of
Army Chief General Qamar Bajwa’s tenure
and its supreme court’s ruling on the matter
along with other domestic issues such as cor-
ruption, the spotlight seems to have shifted
back to Kashmir to some extent.

Inits December 8 editorial — ‘Relentless
Tyranny’ — Dawn marks four months since
the communication blockade was imposed
in Jammu and Kashmir. Much of the edito-
rial is a repetition of the line espoused by
the newspaper over the last four months:
“...the people of the forsaken Valley suffo-
cate under India’s stifling restrictions”;
“thousands remain incarcerated under
flimsy pretences”; “Farooq Abdullah, Omar
Abdullah and Mehbooba Mufti — all former
chief ministers of the held region — remain
in detention along with other lawmakers,
demonstrating that the BJP clique in New
Delhi doesn’t even trust those that never
tired of siding with India”.

What is interesting is a direct analogy
between the suffering inflicted by Israel on
Palestinians over the years, which too
shows no sign of relenting, and the situa-
tion in the Valley: “It would not be wrong

FIGURE 1: IRRIGATION RATIO, ALL INDIA & STATE
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SECTOR-WISE SHARES IN GROSS VALUE OF OUTPUT FROM
AGRICULTURE AND ALLIED ACTIVITIES
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WHAT THE OTHERS SAY

“Without common interests, NATO is destined to fail. It would be a serious
blunder to regard the China topic as a ventilator for NATO to survive.”

— GLOBAL TIMES, CHINA

What JNU

represents

Itis a one-of-a-kind post-graduate
university. That is also why it is being targeted

SUBHASHIS BANERJEE

RECENTLY, THE EXTENT of subsidies in
publicly funded universities has received
quite a bit of attention. Not only did JNU
propose to roughly double the fees for its
PhD and masters students, but even the IIT
Council, while doing away with the stipend
scheme, has tentatively decided to increase
the MTech fees by nearly 10 times. While,
the IIT step is ostensibly motivated towards
deterring unviable legacy masters pro-
grammes of little interest to the industry
and move towards more attractive industry
sponsored programmes, understanding
the provocations at JNU has not been easy.
Itis well understood that the burden of
high loans limits the choices of graduating
students, and narrows the spaces for their
intellectual explorations. This, in turn, hurts
the society. Post-graduate research is usu-
ally fully supported everywhere in the
world. Boarding and lodging charges are ei-
ther directly subsidised, or are factored into
the stipend or assistantship. At a stipend of
Rs 8,000 per month, which most of the
post-graduate scholars at JNU receive, the
proposed increases are bound to pinch.
Post-graduate research, especially PhD
research, cannot be self-financed anywhere
because that will necessitate subsequent
remuneration with high salaries, forcing

to conventional careers in the civil services,
armed forces, academics and in journalism,
but some have also opted for active politics
and other forms of activism. JNU can boast
of producing a significant number of edu-
cated politicians, and there are at least two
even in the current central cabinet of min-
isters. There can be no doubt that there is
scope for improvement, including in re-
search, but the same can be said about most
other things. It certainly is not the case that
JNU is the most broken thing in the coun-
try that requires urgent and violent fixing.

Fees and stipends require periodic ad-
justments in any university. But the sud-
den raising of fees without adequate con-
sultations, and the continual unduly
combative posture of the administrationis
more indicative of waging a war on what
JNU represents, rather than nurturing and
shaping it with sagacious insight. The un-
usual belligerence may have something to
do with the unfortunate tax-payers’ per-
ception of JNU as aden of “useless sociolo-
gists”, “leftists” and even “anti-nationals”.
Such simplistic and illogical calumny is all
the more reason for supporting more such
publicly funded centres of liberal educa-
tion and research.

In contrast, the IITs have turned to seek
their relevance from university rankings
rather than from original impactful contri-
butions in engineering, sciences, public pol-
icy and education. Projecting wonderfully
multidimensional entities like universities
onto straight lines to enforce linear order-
ing is conceptually flawed, and is a funda-
mentally mistaken way of seeking excel-
lence that leads to faulty reward models
and bio-data engineering.

TheIT system has produced some top-
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hand, cotton which occupies roughly 18 per Onion, which is on the boil today, also de-
cent of the cropped area, is just 2.7 per cent serves investment in modern storage and
irrigated. No wonder most farmers’ suicides processing de-hydrated flakes, which can
take place in the cotton belt. The policy direc- reduce wastage. Maharashtra is the largest
tionis quite clear: Contain the area under sug- producer of onions, with a third of
arcane and bring it under drip irrigation — India’s production.
saving almost 50 per cent of irrigation water Maharashtra has already opened up pri-
— and channel that to other crops, especially vate mandis to ensure competition and fair
cotton, fruits and vegetables, where the value trade, but more needs to be done for build-
generated per drop of water can be very high. ing efficient commodity-specific
Maharashtra’s cotton yield stood at 339 value-chains that connect FPOs to best mar-
kg/hectare, much lower than the all India kets — be it organised retailers, food proces-
average (457 kg/hectare) and that of Gujarat sors or exporters. The state needs to em-
(620 kg/hectare) in TE 2017-18. Gujarat’s bark on a special drive to promote
cotton area is about 60 per cent irrigated contract farming, and the opening up of
compared to less than 3 per cent in land-leasing markets.
Maharashtra, and that makes the Gujarati The livestock sector also deserves more
cotton farmer much more globally compet- . processing plants for value added products
itive than the Maharashtra farmer. Also, Ensuring better use of that will help farmers realise better prices

HTBt needs to be immediately declared le-
gal, it is already being grown on 15-20 per
cent of Maharashtra’s cotton area “illegally”,
without any formal approval.

The second key issue is leveraging crop-
ping patterns in line with emerging demand
towards high-value agriculture. In
Maharashtra, agriculture is quite diversified
with cereals accounting for 34 per cent of
the cropped area, followed by oilseeds (18.5
per cent), cotton (17.6 per cent), pulses (16.3
per cent), fruits and vegetables (6.1 per cent)
and sugarcane (3.8 per cent). In terms of
gross value of output, crops like cotton,
fruits and vegetables account for 8 per cent
and 17 per cent respectively (Figure 2).

Horticulture holds a good promise in
Maharashtra with some very successful sto-
ries like that of grape and pomegranate ex-
ports achieved by linking farmers producer
organisations (FPOs) to export markets.

irrigation water is perhaps
even more important than
investing more in MMI
schemes. Water guzzling
crops like sugarcane
(remember one kilogram of
sugar needs 2,300 litres of
water), which occupy less
than 4 per cent of cropped
area, are entirely irrigated
and take away 65 per cent of
the irrigation water of the
state. On the other hand,
cotton which occupies
roughly 18 per cent of the
cropped area, is just 2.7 per
cent irrigated.

for their produce. Value addition in more
organised value-chains could be the mantra
for the agricultural transformation of
the state.

The common minimum programme
worked out between the Shiv Sena, NCP
and Congress has lifted hopes that the
farming community in the state may get a
better deal. But, to realise these hopes, one
needs a good strategy that recognises con-
straints on the supply side (especially wa-
ter) but also taps into the potential on the
demand side through FPOs run specific
commodity value-chains. Maybe setting up
a high-level special task force under Sharad
Pawar’s direction could see this potential
actually realised for peasants.

Gulati is Infosys chair professor for
agriculture and Jose is research
associate at ICRIER

Aweekly look at the public conversations shaping ideas beyond borders —in
the Subcontinent. Curated by Aakash Joshi

to compare the situation in occupied
Kashmir to the miserable plight of the
Palestinian enclave of Gaza, where similar
restrictions on fundamental rights are en-
forced by the Israeli military machine.
Perhaps this is not coincidental, as an Indian
diplomat in the US was recently quoted as
saying that his country should follow the
‘Israeli model’ in Kashmir; itis evident that
quite a few of Tel Aviv’s brutal tactics are be-
ing replicated by the Hindutva-infused gov-
ernment in New Delhi.”

The statement by India’s consul-general
to the US, Sandeep Chakravorty, (“why don’t
we follow the Israel model”) also provides
fodder to the argument made by Moonis
Ahmar in The Express Tribune on December
6. “For the first time a senior Indian diplo-
mat has called for establishing Hindu en-
claves,” writes Ahmar, “similar to the ille-
gal Jewish settlements in the
Israel-occupied West Bank”. Ahmar, an in-
ternational and strategic affairs scholar,
does provide something of a caveat:
“Although his statement was heavily criti-
cised in India and by the Pakistani Prime
Minister, it reflects the prevailing mindset in
the ruling Bharatiya Janata Party (BJP) about
the demographic transformation in the
Muslim-majority Kashmir Valley.”

Ahmar then describes the modalities
and immoralities of Israel’s occupation and
points out that many Kashmiri pandits too
are against the “demographic change” that
permitting all Indians to buy land in
Kashmir would allow. He ends by pointing
out that despite its efforts, Pakistan has
been unable to change New Delhi’s position
on Kashmir, or have the latter face any seri-
ous consequences in international fora:
“Pakistan is unable to effectively challenge
New Delhi because of its fragile economy,
political polarisation and gaps in policy and
action. Pakistan should have hit when the
iron was hot. Does it mean Pakistan has lost
Kashmir for good?”

ONION WOES

THE ONLY COUNTRY suffering as much, if
not more, than India from the soaring prices
of onions is Nepal. In its December 7 edito-
rial, The Kathmandu Post flags the tremen-
dous shortage of onions, and analyses its
causes and effects.

First, the cause: “When India faced an
erratic and late monsoon, much like Nepal
did, farmers lost a bulk of their onion crop.
As prices for shallots, onions and other va-
rieties rose, the Indian government put a

ban on the export of the vegetable on
September 29 and has extended it to
February 2020 at least. The current price
hike and shortage Nepal feels is a direct ef-
fect of Delhi’s export ban.”

One reason for the onion becoming
ubiquitous in Nepali cuisine — it was not al-
ways so — is changing food habits, new
ways of cooking meat, etc. While in the
short term, the country is trying to offset
the shortage through imports from China,
these varieties have few takers as Indian
onions are largely preferred.

The editorial proposes a long-term so-
lution to such crises as well: “The govern-
ment must support the promotion of
multiple import-export channels: the 2015
blockade, the sporadic Nepali ginger
barriers and the current onion crisis show
that New Delhi will not put its neighbour’s
need before its own. What it also shows is
how Nepal is a hostage to a single trade
partner. In the long run, Nepal must pro-
mote a diverse agriculture basket at home
to sustain its food needs. Moreover, the di-
versity of local cuisine and the variety of re-
gional ingredients must be celebrated. Not
everyone needs to haverice as a staple, and
neither does every Nepali require onions in
their chicken.”

research to be entirely market driven and
killing the spirit of free enquiry. Parents
supporting post-graduate studies is also a
bad idea. One needs independence at that
age for any kind of free thinking to be pos-
sible. Post-graduate research must be sup-
ported by research grants, whenever fea-
sible, either from public or private sources,
asis common in the sciences, engineering,
economics or finance.

However, itis hard to envisage industry
funding research in areas not directly of in-
terest to them, for example, in philosophy,
particle physics, topology or geometry or
even in climate change, pollution, poverty
mapping, history, gender studies or socio-
economic understanding of public health,
except as philanthropy in a limited way.
Developing understanding in topics such
as these is crucial for society and human-
ity, and itis therefore essential to internally
support them to the extent possible by
publicly funded universities.

This is where JNU plays a crucial role,
especially in the areas of social and politi-
cal sciences. It is a one-of-a-kind post-
graduate university in the country that has
promoted inter-disciplinary research and
a vibrant culture of free enquiry, where
learning outside the classroom has been
as important as inside, and where it has
been possible to challenge every doctrine
and discuss it democratically. Moreover,
JNU has set exemplary standards for anin-
clusive admission policy that extends be-
yond the mandatory reservations to affir-
mative action for gender and other
marginalised categories, including for
backward regions. The resulting diversity
is enriching and must be celebrated rather
than attacked.

Students from JNU have not only moved

class academics, researchers and students,
and they have indeed made sporadic out-
standing contributions of both fundamen-
tal and applied nature. However, sustained
high quality response, either to fundamen-
tal questions, or to societal imperatives
such as climate change, public health, clean
water, pollution, digitisation and society,
have, at best, been muted. This is mainly
because of faulty metrics and failure to de-
fine collective priorities and action groups.

While industry-sponsored research in
public universities is crucial, not all research
and higher education can be market driven.
Publicly-funded universities also have the
responsibility to train people to ask funda-
mental questions not of immediate interest
to the industry, but to identify and conduct
independent enquiry of societal problems,
provide directions, and, if required, raise
voices of dissent if policies go awry. Public
funding of higher education is thus crucial
for any society. And, ultimately, education
needs to be free and equitable for all, even
if not subsidised.

Of course, the requirements of higher
education need to be balanced against the
even more fundamental demands of pri-
mary and general college education for all.
This is where prioritisation and policy mak-
ing becomes crucial, and the strategic re-
sponse and guidance from our academic
leadership — both in our universities, and in
our policy making bodies — need to be-
come more thoughtful. And the education
budget, still amongst the lowest in the
world (as a percentage of the GDP) needs
to go up significantly.

The writer is associated with the computer
science and engineering department and

the school of public policy, IIT Delhi

LETTERS TO THE EDITOR

SENA’S CHALLENGE

THIS REFERS TO the editorial, ‘Sena on
test’ (IE, December 5). Maharashtra
Chief Minister Uddhav Thackeray’s an-
nouncement to review several big ticket
infrastructure projects is wholly unwar-
ranted. It is the prerogative of every gov-
ernment to review all schemes pursued
by its predecessor government in pur-
suance of public interest. But no such
reasoning have been given by the
Maharashtra CM. The Sena was party
to such decisions as an ally of BJPin the
previous government.

Ravi Mathur Ghaziabad

LINKED HISTORIES

THIS REFERS TO the article, ‘A Mughal
prince and the pandits of Benares’ (IE,
December 5). It was heartening to read
the story of Dara Shukoh who stands as
a testimony to tolerance and pluralism
inourincreasingly polarised society. His
stellar work Sirr-i-akbar helped many
Hindus access their own sacred texts
and is a reminder that the histories of
Hindus and Muslims are inextricably
entwined.

Sangeeta Kampani, Delhi

LETTER OF THE
WEEK AWARD

To encourage quality reader
intervention, The Indian
Express offers the Letter of
the Week award. The letter
adjudged the best for the
week is published every
Saturday. Letters may be
e-mailed to
editpage@expressindia.com
or sent to The Indian
Express, B-1/B, Sector 10,
Noida-UP 201301.

private expenditure and fresh capex in-
vestment coming to a halt, public ex-
penditure is the saviour for the day.
States are within their rights to seek
compensation and one of them, Kerala
has even threatened to go to the
Supreme Court if the Centre does not
pay up. Reducing the number of tax
slabs and bringing down many items
from highest slab will go a long way in

fine tuning the GST process and may

GST WOES

lead to an increase in GST collection as

well. The GST council should stream-

THIS REFERS TO the editorial,
‘Slowdown pain’ (IE, December 5). With

line the filing process.

Bal Govind, Noida
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